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Yoor Office Manager —“Y ou wouldn't 
believe the space it saves. One hand- 
ful of Burroughs microfilm takes the 
place of 24 full drawers of files!” 


Your Auditor—‘‘And Burroughs 
Microflming saves me headaches, 
too. That's because it records every- 
thing with photographic accuracy.” 


Your Employees—“You wouldn't be- 
lieve the time it saves. Why—with 
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both sides as fast as six per second!” 


Your Lawyer—Don't forget the pro- 
tection Microfilming gives. It’s the 
best safeguard against documents 
being altered, stolen or misfiled.” 
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Smartly styled recorder—one of the 
units in a modern line of microfilm 
equipment built by Bell & Howell, 
sold and serviced by Burroughs. 


Everybody benefits from Burroughs Microfilming ! 


Yes, Burroughs Microfilming saves space, 
time, money. It gives you accuracy and 
protection. But that’s not all. 


Burroughs’ 60 years of solving business 
problems by machine assures you business- 
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into your over-all office operation — we'll say 
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it’s a sound recommendation. 
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Burroughs world-famed service organization 
will make sure your microfilm equipment is 
kept in perfect operating condition. 


Microfilm equipment sold by Burroughs is 
built by Bell & Howell, the leader in quality 
photographic equipment. See for yourself 
how Burroughs Microfilming can help you. 
Burroughs Adding Machine of 
Canada, Limited, Windsor, Ont. 
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prompt attention to your investment problems. 
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For The Practising Accountant 


(No Increase in Prices) 
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tute of Accountants, Senior Partner Frederick Staples and Co., Certified Public 
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EQUIPMENT 


Why not have an A-M Representative call and A 
explain, without obligation, how Addressograph 

Simplified Business Methods speed up Accounting, , 
General Office and Factory procedures . . . whether 

used alone or with other office equipment. Write \ / 
or telephone the Addressograph Branch in your city. VY! 


Addressograph - Multigraph 


OF CANADA LIMITED 
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Here’s what you WANT from business 


The figures—(1) Facts which are NEWS, 
not history, (2) Prompt Collections 
“why’s” man — Statements mailed on the Ist of 
EVERY month, (3) Payrolls computed 
crete the PROMPTLY, (4) QUICK Sales and 
Purchase Analyses, (5) Year-end facts 

answers on your desk FAST. 


All these, PLUS real operating econ- 
omy, are YOURS —with Underwood 
Sundstrand’s accounting speed and 


flexibility. Let your nearest Underwood 


Branch prove it you... fully. 
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GOVERNMENT, MUNICIPAL 
AND 
CORPORATION SECURITIES 
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What is “ESTATE SECURITY SERVICE’? 


It’s the new Great-West estate analysis plan. It’s a concise method 
of translating the statistics of your assets into the human-needs 
values of your family’s future and your own. It projects the lump 
sum of your present worth into future income in a logical and under- 


standable way. 


There's a Great-West Life ‘Estate Security” specialist near you 
. call or write the Great-West office in your neighborhood for 


an enlightening demonstration. 
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HEAD OFFICE- WINNIPEG 













(viii) 








THE CANADIAN CHARTERED ACCOUNTANT 


HIGHER ACCOUNTING 


. and ALLIED SUBJECTS 


taught 


The SHAW way — the SURE way 


Write to Dept. CA for Catalogue and any special information you desire. 


SHAW SCHOOLS 


Head Office: 1130 Bay Street, Toronto 





TWO WAYS 
TO CUT CLIENTS’ 
OFFICE OVERHEAD 


Oo Whether you recommend 
that your client use G & T 
Carbon Sets that combine 
order, invoice, production 
and other forms with car- 
bons in one efficient, easily 
handled unit or the BANDA 
spirit method of duplicating 
order and billing forms, 
Grand & Toy can help you 
with fully detailed informa- 
tion. 
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Samples on request. 
EMpire 4-6481 
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OFFICE SUPPLIES - PRINTING 
BUSINESS FURNITURE 
6-14 Wellington Street West 
O 332 Bay St. 115 Yonge St. 
TORONTO 1, CANADA 





WANTED 
Chartered accountant, preferably a re- 
cent graduate, for expanding public 
accounting firm in the Niagara district. 
Good prospects for advancement and 
partnership. Please give full informa- 
tion regarding experience, remunera- 
tion expected, interests, etc., to Box 
224, The Canadian Chartered Account- 
ant, 10 Adelaide St. E., Toronto, Ont. 


KI. 3165-6-7 


CHARTERED 
ACCOUNTANT WANTED 
Chartered accountant required by well- 
established St. Catharines, Ont. firm of 
chartered accountants where there is 
excellent opportunity for partnership 
in the near future. Apply in detail 
to Box 223, The Canadian Chartered 
Accountant, 10 Adelaide St. E., Toron- 

to, Ont. 


CHARTERED 
ACCOUNTANT WANTED 


Investment dealer requires recent grad- 
uate. Excellent opportunities for ad- 
vancement. State age, experience, and 
remuneration expected. Box 220, The 
Canadian Chartered Accountant, 10 
Adelaide St. E., Toronto. 


POSITION WANTED 
Retired, successful business executive 
in mid-fifties and enjoying excellent 
health is available to fill a position 
where his experience and knowledge 
can be utilized to advantage. Char- 
tered Accountant. Box 222, The Can- 
adian Chartered Accountant, 10 Adel- 
aide St. E., Toronto, Ont. 





POSITION WANTED 
Bilingual chartered accountant with in- 
come tax experience seeks position with 
C.A. firm, retail or industrial company. 
Presently employed in Montreal. Box 
221, The Canadian Chartered Account- 
ant, 10 Adelaide St. E., Toronto, Ont. 
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eee BUSINESS 
FORM REDUCE 
PAPERWORK ? 


Business forms, expertly designed, and used in conjune- 
tion with simple, yet efficient procedures can reduce 


paperwork. 


The Crain representative in your area is thoroughly 
trained to offer assistance with forms and systems prob- 
lems. His experience and knowledge of form design and 
simplified procedures can lead to important savings in 
the costs of paperwork. Services of the Crain representa- 


tive are at your disposal without obligation. 


K.L.CRAIN LIMITED 


OTTAWA (}) CANADA 


Branches in: 
OTTAWA @ TORONTO @ MONTREAL 
MONCTON @ HAMILTON @— KITCHENER 
LONDON @ WINDSOR ® WINNIPEG 
EDMONTON @ VANCOUVER 








THE CANADIAN CHARTERED ACCOUNTANT 





Dominion and Provincial 
Government Bonds 
Municipal Bonds 
Public Utility 
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Industrial Financing 


DoMINION SECURITIES 
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25 King Street West - - - - Toronto 1, Ont. 


HOLMESTED, SUTTON, HILL & KEMP 


Barristers and Solicitors 
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Barristers and Solicitors 
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SMITH, RAE, GREER, SEDGWICK, WATSON & THOM 
Barristers and Solicitors 
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POSITION WANTED The Public Service of Canada 
An experienced practising accountant, Requires 
Fellow of the Society of Incorporated AUDITORS 
Accountants, England, and a Bachelor Grade 2 - $3,150 - $3,850 
of Commerce (Honours) of London Geude 1 « $2.940 . $3,500 
University, desires to emigrate to Can- jay die. Gaia iiictals fickainaiiods 
ada. Interested in either professional ot caliiin: aa . 


or commercial propositions. Full par- ‘em 

lian £ A. theodte. lore. Belved Details and application forms at your nearest 
ORSAES SEOE A. DOCG, ESCR, DEIVEGESE | Civil Service Commission Office. Also at Ne 
Gardens, Tettenhall, England. tional Employment Offices and Post Offices. 





DUQUET & MACKAY 
Barristers and Solicitors 
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Barristers & Solicitors 
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Barristers and Solicitors 
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ALAN DIGNAN & ASSOCIATES 
Barristers and Solicitors 
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Corporate Financing... 


In our more than sixty years of business we have been 

of service to many outstanding Canadian corporations 

in the issuing and distribution of their securities. 
Should you require information or assistance in such 


matters, we would welcome your enquiry. 


A. E. Ames & Co. 


Investment Dealers—Business Established 1889 


TORONTO MONTREAL WINNIPEG VANCOUVER VICTORIA LONDON OTTAWA 
HAMILTON KITCHENER OWEN SOUND ST. CATHARINES QUEBEC 
NEW YORK BOSTON LONDON, ENG. 


STEWART, SMITH, MACKEEN, COVERT, ROGERS, 
SPERRY & COWAN 


Barristers and Solicitors 


Roy Building - - - - - Halifax, N.S. 


GOWLING, MacTAVISH, OSBORNE & HENDERSON 
Barristers and Solicitors 


88 Metcalfe Street . - - Ottawa 4, Ont. 


QUAIN, BELL & GILLIES 


Barristers and Solicitors 


56 Sparks Street . . . . Ottawa, Ont. 


DIXON, CLAXTON, SENECAL, TURNBULL & MITCHELL 
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COMMENT AND OPINION 


Beware the 30th April! 

A’ this time of the year the topical 

note on our neighbour's air-waves 
will be the Ides of March, and not be- 
cause of any commemorative interest in 
the assassination of Caesar. Now is the 
time that our southern cousins prepare 
themselves, with many exhortations from 
press and radio, for their annual day of 
reckoning with the Bureau of Internal 
Revenue. The display of their travail 


does not, one must confess, inspire any 
gteat sympathy amongst Canadians, who 
are thereby unwelcomely reminded that 


our own turn comes just six weeks later. 

It occurred to us that this might be a 
good time to lighten the atmosphere, for 
a moment at least, by relating some recent 
instances from abroad in which a tax- 
payer has come off best in the unceasing 
struggle with the tax collector. These 
may prove of no avail so far as one’s 
own problems are concerned, but they 
will serve to remind that rays of sun- 
shine do occasionally penetrate the lower- 
ing clouds. 

The first of these instances in- 
volves none other than Sir Laurence 
Olivier, who, as everyone knows, pro- 
duced, directed, and acted the name 
roles in the films Henry V and 
Hamlet. It now appears that Henry V, 
which was first presented at Christmas 
1944 did not at first do as well as had 
been hoped (though it eventually became 
a resounding success), and one conse- 
quence of that was this: in order to 


give Henry V every chance to succeed, 
the film company which made the pic- 
ture induced Sir Laurence to covenant 
not to appear in any other film for a 
period of 18 months, for agreeing to 
which Sir Laurence received £15,000. 
When the Internal Revenue in due course 
were advised of this transaction they con- 
cluded that this sum was taxable as being 
remuneration derived from Olivier’s 
vocation of an actor. Sir Laurence, no 
doubt in the character of Hamlet (which 
role he had just played), decided that 
it was nobler to take arms against a sea 
of troubles than to suffer the slings and 
arrows of outrageous fortune. Result: 
by opposing he ended them. The Court 
held that the sum in question was not 
remuneration from exercising the voca- 
tion of an actor but rather from not 
exercising it, and the assessment was dis- 
charged. One up for the genus taxpayer. 


Late in November of last year a second 
triumph was registered — this time in 
the august chamber of the House of 
Lords. Here also an actor was in- 
volved, this time the late Leslie Howard, 
whose death by enemy action in 1943 
gave rise to the question at issue. In 
1940 Mr. Howard had entered into vari- 
ous contracts with different film com- 
panies to produce, direct, and act in cer- 
tain films (the reader will undoubtedly 
recall them: Mr. Pimpernel Smith, The 
49th Parallel, and The First of the Few). 
In each case the contract provided for 
payment to him of a certain proportion 
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of the gross receipts from the distribution 
of the films. The question which arose 
was whether the sums paid to his execu- 
tors following Mr. Howard's death were 
assessable as income in the executors’ 
hands. Our readers, some of them at 
any rate, will be surprised, though no 
doubt pleased, to learn that the House 
of Lords considered the matter to be 
clear, and that as in the former case 
the assessment was discharged. The sums 
paid to the executors, said the Lords, 
were remuneration for professional ac- 
tivity earned by Mr. Howard in his life- 
time, and they held that if they could not 
be brought into account to Mr. Howard 
in the years in which they were earned 
they escaped tax altogether. 


That makes two up for the genus 
taxpayer. The third case, which we now 
describe and which we think the best of 
the three, was decided as recently as 
December 12, 1951. The appellant, a 
native of Scotland who had lived in India 
for more than 40 years, visited the United 
Kingdom for a period of 6 months, more 
or less, in the fiscal year 1947-48. 
Whether it was more or Jess than 6 
months was, however, the question upon 
which dispute ensued. For the British 
Income Tax Act provides that a person 
is not taxable on his income from outside 
the U.K. if he has not actually resided in 
the U.K. for six months in the year of 
assessment (which in the U.K. runs from 
April 6 in one year to April 5 in the 
next). It appeared that Mr. Wilkie, 
the appellant, arrived in the U.K. at 
2 p.m. on June 2, 1947, and fully in- 
tended to return to India well before 
the expiry of six months. But owing 


first to the need for an operation and 
second to the cancellation of his flight 
reservation he did not actually depart un- 
til 10 a.m. on December 2, 1947. The 
Inland Revenue claimed that by count- 
ing in both the day of arrival and the 
day of departure Mr. Wilkie must be 


held to have been actually resident for 
six months and one day, and they relied 
on a rule of law (which obtains in Eng- 
land but not in Scotland) that fractions 
of a day count as a whole day. Mr. 
Wilkie, a doughty Scot, was undismayed. 
His reply to the Crown’s contention was 
that if it were true that a fraction of a 
day counted as a whole day it followed 
that he was not resident in the U.K. 
either on the date of his arrival or of 
his departure, and consequently that 
he was not actually resident in the 
U.K. for 6 months of the year. 

We are pleased to report that Mr. 
Wilkie emerged from the lists with the 
guerdon of victory. The Judge merely 
counted up the actual number of hours 
Wilkie resided in the U.K., and as these 
totalled less than the amount of time in 
6 months of the fiscal year 1947-48 
(which included Feb. 29, 1948), he 
was, said the Judge, entitled to succeed. 
Wilkie was actually present in the U.K. 
182 days, 20 hours, i.e. 4 hours less than 
the period of time embraced by a leap 
year, though 8 hours more than half the 
duration of a non-leap year. How for- 
tunate for him that in Britain the assess- 
ment year is not as in Canada the calen- 
dar year! 

The Economist asks if it will not soon 
be necessary as a result of this decision 
to define the United Kingdom? ‘On the 
horizontal plane,” says that great journal, 
“it may be easy enough — three miles 
of territorial waters presumably set the 
limit. But on the vertical plane does 
anyone yet know how far up the United 
Kingdom goes? And who is responsible 
for timing the exact moment when the 
aircraft leaves the ground or passes be- 
yond the territorial air?” 

However that may be, the success of 
Mr. Wilkie and of the appellants in the 
two earlier cases furnishes one more en- 
couraging bit of evidence that the tax 
officials are not right a// the time. 
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Valuation of 
Commercial Assets 


By Leo Kennett, LL.D., B.Com., A.A.C.C.A. 


A few signposts for a better understanding 
of the fundamental questions in a controversial matter 


INN BEFORE 2 TETAS TC ATES NGI STOEL ATE IE OEDEMA ELEN AEE A IES EL NE 


WEN I was asked to prepare a 
paper on the valuation of com- 
mercial assets, my first reaction to the 
suggestion was that this is a subject on 
which accountants are not called to 
have an opinion at all. In fact, if the 
accountant wants to avoid trouble for 
himself he will be very careful in ex- 
pressing any opinion on the valuation 
of assets and only in extreme cases will, 
as auditor, venture to express a cautious 
negative qualification. Under the pres- 
ent law and in accordance with the 
principles of good accounting his posi- 
tion in this respect is quite secure; he 
can rely as to the valuation of fixed 
assets on original cost or on the expert 
opinion of a professional valuer and as 
to stock and work in progress he can 
expect a certificate of valuation given 
by directors or owners. These prin- 
ciples for the valuation of assets in bal- 
ance sheets are generally well under- 
stood and accepted and their implica- 
tions have been interpreted by numer- 
cus law cases. It is, therefore, quite 
obvious that any departure from these 
well-established principles would mean 
for the accountant an unknown weight 
of new burdens and new responsibili- 


ties. While I am sure that most ac- 
countants would not shirk these new 
tasks and responsibilities, they are quite 
justified in expecting to be shown that 
these innovations in the fundamental 
principles of accounting — nowadays, 
frequently propagated by a number of 
industrialists, economists and account- 
ants — are not only necessary but also 
that the advantages which are claimed 
to accrue from their introduction would 
be commensurate with the new work 
and toil they will inevitably throw on 
the already over-worked profession. I 
feel that the cautious attitude of the 
profession is, therefore, quite justified 
and understandable. On the other hand, 
one cannot shut one’s eyes to the fact that 
the accounting principles cannot re- 
main stationary in rapidly moving 
times where changes in economic envi- 
ronment and climate are so deep-rooted 
as to challenge the solidity of the 
ground on which the accounting pro- 
fession firmly stood for so long. 

I do not intend to plead the case of 
the innovators or to discuss in detail 
the various schemes, some more, some 
less complicated, which have appeared 
during these last years, both in this 
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country and the United States, for a 
reform of accounting principles and 
conventions. My object is rather to 
dig below the surface of the present 
accounting conventions as far as they 
relate to the valuation of assets and 
endeavour to give a few signposts for 
a better understanding of the funda- 
mental questions which are under dis- 
cussion in the present controversy. 


I propose to approach my subject 
from two angles, historical and func- 
tional. 


Historical 
Postulate of Monetary Stability 

The history of accounting goes back 
to the Middle Ages, but the origin of 
modern accounting principles and 
methods dates from the second half of 
the 19th century. From the point of 
view of our analysis the outstanding 
features of this period are unlimited 
confidence in the stability of the cur- 
rency and of the function of money as 
a measure of values, and unquestioned 
reliance on the competitive price mech- 
anism. The chapter of inflation, of 
violent changes of prices due to mone- 
tary management, the great controversy 
about the methods and objects of mone- 
tary policy, which characterized the first 
half of the 19th century after the 
Napoleonic wars, was closed. From it 
emerged triumphantly the postulate of 
the stability of currency as the supreme 
object and aim of all economic and fin- 
ancial policy. In fact, the stability of 
sterling was the pivot around which 
the entire economic system turned, the 
only solid rock surrounded by a flex- 
ible, permanently moving sea. Prices, 


markets, the rate of interest, the level 
of employment, foreign and domestic 
investments, were deliberately kept 
flexible and allowed to fluctuate if this 
were necessary to maintain the stability 
of sterling. No wonder that the prin-. 
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ciples of accounting which were de- 
veloped during this period pinned their 
faith on the unquestionable stability 
of sterling as the only reliable standard 
of values. As a corollary to the stabil- 
ity of sterling served the uncontrolled 
functioning of competitive markets and 
prices. The third element which goes 
far to explain the economic thought 
which found expression in the princi- 
ples of accounting at that time was 
the preponderance of merchanting. 
The essence of commercial activity was 
buying and selling and this concept 
was applicable even to the majority of 
manufacturing industries. Take for 
instance the textile industry in the 
North: wool in Yorkshire and cotton 
in Lancashire, which accounted for a 
large proportion of industrial activity 
at this time. Both these industries were 
horizontally and vertically thoroughly 
decentralized. They consisted of a 
large number of small and medium- 
sized firms, most of them specializing 
in one industrial process in the stage of 
production. The end product of every 
stage was a marketable commodity with 
a functioning competitive market. The 
business of a manufacturing unit was, 
therefore, in essence, not different from 
that of a merchanting concern and the 
accounting principles, which were de- 
veloped mainly to serve the merchant- 
ing community, could be easily adapted 
to the requirements of the manufactur- 
ing industry. 


Evolution of Principles of Valuation 


The principles for the valuation of 
current assets were evolved during the 
1840’s and have been maintained since 
almost unchanged. The “market price 
or cost whichever lower” formula fully 
met the postulate of conservative ac- 
counting in a predominantly mercantile 
community. For fixed assets, especial- 
ly in those industries where the size of 


——— 








Valuation of Commercial Assets 


fixed capital is large, compared with 
total capital employed in the business, 
particularly in railways and public 
utility undertakings, the principles of 
valuation were entirely different. The 
accounts of railways and public utility 
undertakings were regulated by special 
Acts of Parliament which imposed 
specific rules of accounting which later 
became known as the “double account” 
system. The essence of this system was 
that it required the promoters of a 
railway to assemble in a comprehensive 
capital account all the moneys they 
raised in a permanent form, by the 
issue of debentures, preference or or- 
dinary shares or other securities and to 
set against these moneys the cost of 
assets acquired therewith. This capital 
account was then closed and remained 
unchanged until fresh money was 
raised by the issue of new securities. 
The assets once acquired remained 
therefore unaltered at the original cost 
price. However, Parliament also re- 
quired that the chief engineer or an- 
other responsible technical officer of 
the undertaking should sign and pub- 
lish with the annual accounts a certifi- 
cate certifying that the physical condi- 
tion of the permanent assets have been 
maintained unchanged in perfect work- 
ing order and condition. Expenses for 
maintenance and _ renewals were 
charged, of course, against current re- 
venues, at current costs. Any deterior- 
ation in the physical condition of these 
assets was to be eliminated by the full 
maintenance charge. For companies 
not governed by the “double account” 
system the principle for the valuation 
of fixed assets was laid down in the in- 
structions accompanying Table “A” of 
the Company Act 1866 which stated 
that property should be valued at cost 
less such deductions for deterioration 
of values as are charged to reserve or 
the profit and loss account. 
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Monetary Stability Questioned 

These general principles for the valu- 
ation of commercial assets in accounts 
are, except for the disappearance of 
the ‘double account” system, the basis 
of current practice. However, the ex- 
plicit reliance on the stability of the 
monetary unit as a standard of values 
which is the fundamental basis of these 
accounting principles was even during 
the second half of the 19th century 
open to some doubt. Marshall, basing 
himself on the investigations of Edge- 
worth, expressed in 1887 the opinion 
that over a period of years money is 
not an entirely satisfactory standard of 
values. In 1906 appeared the funda- 
mental work of Irving Fisher on the 
purchasing power of money and on the 
functions of index numbers. These 
investigations have shown that even at 
a time when the maintenance of stable 
money values was the supreme postu- 
late of economic policy, over a long 
term the purchasing power of money 
was by no means stable, but showed 
substantial fluctuations. Sauerbeck’s 
index of wholesale prices fell from 
148 in 1873 to 84 in 1886, by 43% 
in 13 years; between 1886 and 1900 
prices rose by about 20% and this 
trend continued until 1914 at the rate 
of about 2% per annum. Since the 
outbreak of the first world war price 
fluctuations, of course, became much 
more violent and rapid and the func- 
tion of the monetary unit as a standard 
of values became more and more prob- 
lematic. Between 1914 and 1922 prices 
rose by more than 50% in both Eng- 
land and America. However, the most 
striking examples of monetary deterior- 
ation occurred on the Continent and 
particularly in Germany. After the 


first world war inflation reduced the 
German monetary unit literally to a 
meaningless symbol, and when the 
wave of inflation had spent itself a 
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drastic monetary reform introduced an 
entirely new currency. Concurrently a 
revalorization law authorized German 
industrial companies to re-state their 
assets in terms of the new currency. 
On this basis every company had to 
start from scratch and draw up a “gold 
balance sheet” which served as an open- 
ing balance sheet in the new monetary 
regime. This procedure had to be re- 
peated again after the second world 
war as inflation and excess of physical 
controls deprived the currency not only 
of its standard of value, but also of its 
function as a medium of exchange. 
Everybody who visited Germany after 
the late war and before the monetary 
reform could witness the strange spec- 
tacle of a packet of cigarettes being a 
more acceptable medium of exchange 
than a bundle of bank notes. German 
companies are again engaged in re- 
drafting their balance sheets and re- 
valuing their assets in terms of their 
new currency. In France and in Italy 
the depreciation of money did not 
reach these enormous dimensions, but 
it went far enough to call for measures 
which would bring assets expressed in 
pre-war currency into line with the 
present purchasing power of money. 
On the Continent people no doubt have 
learnt to “think things and not 
money”. 


Controlled Inflation in U.K. and U.S.A. 


In Great Britain and in the United 
States monetary inflation has not gone 
so far. Ours is a “controlled” inflation 
which, at least until quite recently, has 
grown in a slow and orderly fashion, 
checked, repressed and controlled by 
numerous fiscal measures and physical 
controls. It is not the momentum the 


inflationary movement has gained until 
now which is the most disturbing feature 
of the situation in Britain, but the radical 
shift of the emphasis and aims of British 





The Canadian Chartered Accountant, March, 1952 


economic policy. The maintenance of a 
stable value of money, in my submission, 
is no more the supreme object of British 
economic policy. On the contrary, it 
appears that a controlled, gradual, but 
none the less persistent fall in the pur- 
chasing power of money is part of British 
economic policy and in fact the only 
flexible outlet amidst an otherwise rigidly 
controlled and strait-jacketed economy. 
In short, unless a radical change occurs 
in the emphasis and in the principles of 
our economic policy, inflation will go on. 

In his analysis of inflation on the Con- 
tinent after the first world war Lord 
Keynes pointed out that one of the prin- 
cipal effects and one of the greatest evils 
of inflation is that under its influence 
the country is eating up capital without 
knowing it. But now we know that in- 
flation is with us and we know that 
inflation, reinforced by heavy taxation, 
eats away the capital on which the pro- 
ductivity of industry ultimately depends. 
We witness this erosion of capital almost 
daily as we study the reports of indus- 
trial companies. 


The Great Problem 
of the Accounting Profession 


This, therefore, is the great problem 
which the accountancy profession faces 
to-day: to look through the veil of money 
into the things behind it. But let me 
point out at once that I do not believe 
that the valuation of assets in the balance 
sheet gives a full or even a suitable 
answer to this problem. In modern ac- 
counting the emphasis has shifted from 
the balance sheet to the profit and loss 
account; the correctness of the valuations 
in the balance sheet is considered far 
less important than the correctness of the 
ascertainment of profit. The aim which 
modern accountancy technique strives to 
achieve is the greatest possible degree of 
exactness in the measurement of profits, 
expressed in units of account made as 
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homogeneous as possible. It is, there- 
fore, at the gates of the profit and loss 
account that we must keep a vigilant 
watch to prevent elements of capital 
sneaking in, in the disguise of profits. 


Various Purposes 
of the Balance Sheet 


A balance sheet is, of course, called to 
serve various purposes. For a creditor or 
a banker who is asked to grant advances 
the principal items will be the relation 
of liabilities to quickly realizable assets 
at prices which can be realized. For the 
issue of debentures, mortgages or prefer- 
ence shares the emphasis will be on the 
security offered by the market value of 
fixed assets such as land and buildings; 
for purposes of amalgamations or for 
valuations for the sale of businesses as 
an entity “going-concern-profit basis” 
value of assets will be of importance; and 
for purposes of liquidation the whole 
inventory of assets will have to be stated 
at prices they are expected to fetch. 

These special requirements can be met 
by a specialized technique which has no 
bearing on general accounting principles. 
Those are concerned mainly with balance 
sheet valuations on a “going concern” 
basis, i.e, on the assumption that the 
business will be carried on. I suggest 
that the best approach towards an under- 
standing of the balance sheet of a “going 
concern” is to go back to the origin of 
the business, to the opening balance 
sheet. When a business is started, or a 
company is formed for the purpose of 
carrying out a specific plan — as set out 
in the object clause of the Memorandum 
of Association — certain physical factors 
are acquired and assigned for the pur- 
poses of the plan. Some of these factors 
will serve the plan by their permanent 
use in the same form they were acquired 
or in a form adapted to the specific re- 
quirements of the operational plan, and 
these will be classified as fixed assets. 
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Other assets will have been acquired for 
the purpose of resale or for being trans- 
formed into a new product and then re- 
sold; these will classify as current assets. 
The distinction between the two classi- 
fications is merely functional. For indus- 
tries producing capital goods the stock 
of finished products qualifies as current 
assets, while for industries which acquire 
them for use, the same articles will repre- 
sent fixed assets. The opening balance 
sheet is the classified inventory of the 
assets assigned for the purposes of the 
plan, recorded at the prices at which each 
asset was acquired. The technique is 
very similar to that employed in the 
“Capital Account” of the “Double Ac- 
count” system. The results of the plan 
will then be ascertained by the profit and 
loss account. If at the end of a given 
accounting period revenue exceeds costs 
and expenses, in other words if a profit 
is made, the concern is ‘‘going’’ and the 
combination of assets according to the 
operational plan has proved to be a suc- 
cess. If this success is repeated in several 
accounting periods, the specific combina- 
tion of assets acquires a value as a whole 
which is independent from the market 
value of each individual asset. On the 
other hand, if the plan is not successful, 
or if it is abandoned, or if one piece of 
asset is segregated from the combination 
and disposed of separately, then these 
assets will have to be turned to alter- 
native uses and their value will be 
determined by prices they would fetch in 
the market. 


Value of Assets of “Going Concern” 


The value of the assets of a “going 
concern” is measured by the earning 
power of the aggregate, and not by the 
current price of individual assets. The 
historical cost valuation of fixed assets 
in the balance sheet is perfectly satis- 
factory, but care must be taken that 
the measurement of profit in the profit 














and loss account is not distorted by inade- 
quate depreciation allowances based on 
historical book values. The units of ac- 
count used in the profit and loss account 
should be homogeneous, and the allowan- 
ces for depreciation and wear and tear of 
fixed assets, which are elements of cost 
like materials used up in the process of 
production, should be accounted for in 
units of the same purchasing power as 
other elements of cost. But this postulate 
of accounting in homogeneous units does 
not necessarily apply to the valuations in 
the balance sheet of a “going concern” 
which does not purport to show fixed 
assets at current values, and it is not 
necessary that it should. If adjustments 
must be made in the profit and loss ac- 
count to bring depreciation and wear and 
tear allowances into line with current cost 
values, the corresponding adjustments in 
the balance sheet should be carried to the 
general, or specific reserve account, and 
need not result in the writing up of fixed 
assets. 

From the point of view of correct 
accounting I do not think a valid case 
has been made out for the writing up 
of fixed assets in the balance sheet to 
their respective replacement values. That, 
of course, does not mean that it may not 
serve a very useful purpose to show the 
size of the total capital employed in the 
business by writing up. fixed assets to 
their current replacement values. Such 
statements may be very appropriate and 
desirable in order to demonstrate the fin- 
ancial strength of the enterprise, or to 
relate current profits to current capital 
values or for other purposes. But such 
calculations do not correspond to the re- 
quirements of sound accounting prin- 
ciples, and they can and should be made 
in statements outside the balance sheet. 


Furthermore, this process of writing up 
asset values cannot be repeated every 
year. The experience of the German 
companies shows that once an opening 
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“gold” balance sheet has been prepared, 
after the introduction of the new cur- 
rency, this balance sheet became again 
an historical document just like an ordin- 
arty opening balance sheet. A monetary re- 
form is not called for in Britain and it 
seems to me that a general revalorization 
of fixed assets would in present circum- 
stances yield no practical advantages, but 
may cause a lot of harm. 


Past Experience with Revalorization 


Past experience with revalorization 
of assets is mot encouraging. You 
may still remember what happened 
in the United States in the ‘twen- 
ties, particularly in the field of pub- 
lic utilities. There assets were written 
up on a very large scale to their alleged 
replacement values. These values were 
then capitalized by the issue to the public 
of debentures and preference shares, 
while the controlling equity was brought 
into a holding company, which in turn 
also issued debentures and preference 
shares to the public. This procedure 
was repeated in several layers — and all 
this piling up of an inflated capital struc- 
ture was based on written-up asset values. 
It would be a great mistake and contrary 
to sound accounting if we were to allow 
similar things to happen in this country. 
Let me conclude my remarks about the 
valuation of fixed assets by emphasizing 
again that accounting for a going concern 
does not require exact measurement of 
book values for fixed assets on replace- 
ment value basis, but exact measurement 
of profits by homogeneous accounting in 
the profit and loss account. 

The valuation of investments in sub- 
sidiary companies does no more require 
special treatment, since the new Company 
Act made the preparation of consolidated 
balance sheets compulsory. Nor is any 
accounting principle involved in the valu- 
ation of marketable securities, apart from 
the interesting fact that for these assets 
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valuations are recorded on the basis of 
both costs and current market values, the 
latter in form of a note. 


Valuation of Current Assets 

Regarding current assets, no valuation 
enters into the figures of money assets, 
such as cash, bank balances and debtors 
or receivables, in so far as they refer to 
sterling. Money assets in foreign cur- 
rencies are to be recalculated in sterling 
at the rates applicable on the day of the 
balance sheet. In recent years the intro- 
duction of foreign exchange restrictions 
in numerous countries created problems 
regarding the valuation of money claims 
which are blocked and cannot be trans- 
ferred into sterling. Money claims are 
assumed to be available on demand, and 
if this is not the case, it should be so 
stated and blocked balances should be 
shown separately and not included in 
liquid assets. 


Inventories 


The accounting problems relating to 
the valuation of current assets centre on 
the valuation of stock in trade, including 
work in progress, or inventories, to use 
the more comprehensive American term- 
inology. The generally accepted overall 
formula for the valuation of inventories, 
viz., ‘cost or market value, whichever is 
lower’, has been long established and, at 
times of stable prices, and particularly at 
times of falling prices, it meets the postu- 
late of sound accounting. At times of 
falling prices, or for industries producing 
at high costs, the substitution of the 
lower market values for costs anticipates 
the loss on the unsold stocks, which 
otherwise would appear only in the ac- 
counts of the following year. The loss 


on the unsold stocks is thus already ab- 
sorbed by the current year’s profit and 
loss account and the new period’s trading 
starts with an opening stock valued at 
current market prices. 

The formula does, it must be ob- 
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served, not cover all the problems of 
stock valuation; and even on general 
principles a number of controversial 
issues are left open. To cite only a few 
examples: whether overhead expenses or 
interest on capital during the period of 
production should or should not enter 
into the calculation of costs. A set of 
great complications arises also from the 
proper apportionment of costs on joint 
products, or to by-products. There is no 
uniform interpretation of the term “cost” 
and any attempt to apply a uniform sys- 
tem of cost calculation to the infinite 
variety of businesses would be doomed to 
failure. 

Modern accountancy practice has fully 
recognized the fact that the great 
variety of modern industrial and com- 
mercial life makes it quite impossible 
to devise one method of stock valuation 
which could be suitably applied to all 
types of enterprise. Instead of an at- 
tempt at uniformity, modern accounting 
research has developed a number of 
methods each suitable for certain types 
of business, so that every business could 
choose one known method of stock valua- 
tion which will, possibly with certain 
adjustments, meet its requirements. The 
choice will, of course, depend on the 
technique of production, on the nature of 
the activities and on other special circum- 
stances: but there is a general overriding 
principle which should serve as guide in 
the selection of the method of stock 
valuation: namely, that that method is 
the most appropriate which assures the 
most exact measurement of profits. As 
with fixed assets the aim and guiding 
principle is not the exactness of balance 
sheet valuation, but the measurement of 
profits. 


Various Methods of Valuation 


I cannot attempt here to describe all 
the methods of stock valuation known to 
be in use, and I shall confine myself to 
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those which have the widest application 
and which offer the most interesting and 
controversial theoretical aspects. 


FIFO 


The “‘first in first out” (fifo) method 
of stock valuation is based on the assump- 
tion that goods are sold in the same se- 
quence as they are bought or produced. 
It is assumed that goods purchased or 
completed first will be delivered against 
the first sales and those purchased or com- 
pleted last remain unsold and go into 
stock. Stock values are, of course, to be 
written down to the market price level 
if that is lower. Where the turnover is 
rapid, the process of production short, 
and the size of stock small, compared 
with total turnover, this method of stock 
valuation will result in a satisfactory 
measurement of profit. 

But in businesses where large stocks 
of raw material or finished goods have to 
be carried permanently, or where the raw 
material component in the price of the 
end product is large, or where the. pro- 
cess of production is lengthy and the 
turnover slow, the “first in first out” 
method of stock valuation will, in times 
when prices generally rise owing to mone- 
tary inflation, tend to produce relatively 
lower cost and relatively higher stock 
values, and will, therefore, result in an 
over-statement of profits. 


LIFO 

To guard against this, the ‘‘last in first 
out” (/ifo) method of stock valuation 
has been introduced. According to this 
method the costs of the most recent 
acquisitions or of the most recently com- 
pleted product are set against the latest 
sales. Of course, not in a strictly physi- 


cal sense, that the most recently purchased 
or completed article is delivered against 
the latest sales contract, but as a method 
of calculation so that current costs are set 
against current sales. 


The goods remain- 
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ing unsold are primarily those brought in 
at the beginning of the accounting 
period. If, therefore, the physical vol- 
ume of purchases equals the physical 
volume of sales the money value of the 
closing stock will be equal to the money 
value of the opening stock. 


The practical application of this 
method does not involve complicated re- 
cording in businesses where the stock con- 
sists mainly of a few bulk commodities 
whose volume can be easily measured or 
where the size of the stock is not liable 
to substantial variations. It is in such 
industries — like the processing of oil, 
metals, cotton, wool, raw hides or other 
primary materials — that this method of 
stock valuation has been developed and 
where it is most successfully employed. 
Where the stock consists of a greater 
variety of products and where the vol- 
ume is subject to greater fluctuations, the 
determination of the physical volume of 
each class of stock at the beginning and 
at the end of the year may cause a fair 
amount of clerical work. On the other 
hand, it is quite true that in a business 
where /ifo is a practical proposition, re- 
cords which would be required for /fo 
calculations will have to be kept in any 
case for costing and the control of ma- 
terials, and also that once introduced, 
the maintenance of the method becomes 
a matter of routine. 


In times of rising prices the /ifo 
method of stock valuation has the 
decisive advantage over other methods 
that current sales are set against 
current costs, and the profit and loss 
account is protected against the inclusion 
of unrealized profits merely due to the 
general rise in prices. These obvious 
advantages made this method popular 
with businesses which have to carry per- 
manently large stocks like mail order 
houses, department stores, chain stores, 
and with the distribution trade in general, 
in spite of the considerable technical 
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difficulties which its application encount- 
ers where stock consists of a large variety 
of goods which are not always replaced 
by exactly the same articles. 

Lifo’s appeal for businesses of this kind 
has led to the development of a variant 
which greatly reduces the clerical work 
and makes it particularly suitable for the 
distribution trades. In contrast to the 
original /ifo where the physical inventory 
is the basis of stock computation, this 
variant, the “money value method”, ac- 
cepts the total sum of money invested in 
stock as the basis of computation. The 
differences between the total money in- 
vestment in the opening and ciosing 
stock, which result merely from a change 
in the price level, are eliminated with 
the help of a price index, whereby the 
cost prices prevailing at the beginning of 
the first year in which the /ifo method 
was introduced into the business serve 
as the base of the index. There is not 
time here to elaborate in further detail 
on this theoretically highly interesting 
variant of /ifo which has recently been 
admitted by the Income Tax Regulations 
in America. 

I would like to mention also the use 


of index numbers for the measurement 
of money values in the accounts. There 
is some opposition against proposals to 
make adjustments in the accounts based 
on index numbers. It is said that the 
use of index numbers would greatly com- 
plicate the work of accountants and 
would furthermore make accounts less 
intelligible except to the statistical ex- 
perts. On points of theory it is also 
argued that index numbers represent very 
complicated statistical averages, and 
above all that the market prices on which 
the construction of the indices would 
have to be based could be manipulated 
— vide the cost of living index. No 
doubt index numbers are not perfect — 
not more and not less than anything 
human. Nor is it in doubt that a mone- 
tary unit whose purchasing power is 
maintained at fairly stable level is, with 
all its imperfections, a preferable stand- 
ard of values to index numbers. But un- 
fortunately we have not got such a mone- 
tary unit and I am afraid we shall have 
to do without for some time to come. In 
reality there is, therefore, no choice. We 
have got to use the second best, and that 
is index numbers. 











Calculating 
Debenture Schedules 


In preparing the schedule of payments for 
a debenture by-law when the debenture is 
repayable in equal annual instalments of 
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tion of the 


schedule of payments for a debenture by-law 





principal and interest you first must find the 


amount of the annual payment. 
multiply the amount of your debenture issue 
by the appropriate figure shown below: 


To do this 





Rate of 
Interest % 


2Y, 
2% 
3 

34 
3Y2 
3% 
4 

4% 
4%, 
4% 
5 

5 
5¥2 
5% 
6 


5 


.2152468609 
-2167983202 
-2183545714 
2199155954 
2214813732 
2230518856 
2246271135 
-2262070379 
.2277916395 
-2293808993 
.2309747981 
2325733168 
-2341764362 
2357841371 
.2373964004 


Number of years debenture is to run 


10 


1142587632 
-1157397205 
-1172305066 
-1187310724 
-1202413679 
1217613423 
1232909443 
1248301217 
-1263788217 
-1279369909 
-1295045750 
-1310815194 
-1326677687 
1342632671 
-1358679582 


15 


0807664561 
0822591731 
0837665805 
-0852885797 
0868250694 
0883759452 
0899411004 
0915204253 
-0931138081 
0947211344 
0963422876 
0979771489 
0996255976 
-1012875108 
-1029627640 


20 


.0641471287 
0656717306 
.0672157076 
-0687788839 
0703610768 
0719620973 
-0735817503 
0752198348 
0768761443 
-0785504673 
.0802425872 
-0819522832 
0836793300 
0854234988 
.0871845570 


25 


0542759210 
-0558399735 
.0574278710 
0590393253 
.0606740354 
0623316890 
0640119628 
.0657145234 
-0674390280 
.0691851257 
0709524573 
.0727406571 
0745493529 
.0763781674 
.0782267182 


30 


0477776407 
0493844200 
-0510192593 
0526817169 
0543713316 
0560876242 
0578300991 
0595982464 
0613915429 
0632094539 
0650514351 
0669169335 
0688053897 
.0707 162386 
0726489115 





For example, suppose the amount of the 
proposed debenture issue is $150,000, the 
interest rate 4% and payment to be made 
in five equal instalments. 


The equal an- 
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nual payment of principal and interest is 

$150,000 x .2246271135 = $33,694.07. 
The schedule can now be tentatively pre- 

pared as follows: 


> | 
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SCHEDULE Y 
a b c a e f s 
Principal ievesionenes Poid Alternate 
unpaid Total Principal Interest Coupons Coupons 
Ae || 150,000.00 ee ee ee ie, ee 


at end Ast yr | 122,305.93 | 33,694.07 | 27,694.07 6,000.00 | 1 x 1,107.76 | 27 x 40.00 


1 x 27.76 


” 2ua” 93,504.10 | 33,694.07 | 28,801.83 4,892.24 |2 x 1,152.07 | 28 x 40.00 














1 x 32.07 

3rd ” 63,550.20 33,694.07 29,953.90 3,740.17 | 3 x 1,198.16 | 29 x 40.00 
1 x 38.16 

4th ” 32,398.14 33,694.07 31,152.06 2,542.01 |4 x 1,246.08 | 31 x 40.00 
lx 6.08 

Sth ” _— 33,694.07 32,398.14 1,295.93 |5 x 1,295.93 | 32 x 40.00 
1 x 15.93 

168,470.35 | 150,000.00 18,470.35 6,000.00 6,000.00 


This schedule looks much more formidable 
than it really is. The first figure in column 
6 and all the figures in column c¢ can be 
written down at once. 

The interest on the principal unpaid for 
the first year is $150,000.00 x 4/100 or 
$6,000.00 which is the first figure in column 
e. It is now seen that the first figure in 
column d is $33,694.07 — $6,000.00 or 
$27,694.07 and so at the end of the first 
year the principal outstanding will be $150,- 
000.00 — $27,694.07 or $122,305.93 which 
goes under $150,000.00 in column 8. 

The interest for the second year is $122,- 
305.93 x 4/100 or $4,892.24 which goes in 
column e¢ and from which figures for col- 
umns @ and 4 may be obtained and so on 
down the years to the end of the fifth year 
when the principal is all paid and the 
schedule completed to the end of column e. 
The columns ¢, d, and e should then be ad- 
ded and the total of ¢ should equal d plus 
e. So far so good. 

The next step is to figure the coupons: 
Column f is prepared by multiplying the cor- 
responding figures in column d by the rate 
of interest $27,694.07 x 4/100 = $1,107.76; 
$28,801.83 x 4/100 = $1,152.07 etc. 

To prove whether the coupon amounts are 
correct their total should equal the amount 
of the first year’s interest $6,000.00; then 
$6,000.00 — $1,107.76 = $4,892.24 and 
$4,892.24 — $1,152.07 = $3,740.17, etc., etc. 








The last figure in column e equals the last 
figure in column f. 

You now have the figures for five deben- 
tures for the odd and unwieldy amounts 
shown in column d and bearing a coupon 
for each year they are outstanding in the 
amounts shown in column f. (For instance, 
one debenture would be for $31,152.06. It 
would mature in four years and bear four 
coupons each of $1,246.08.) Such deben- 
tures often would not be readily saleable. 
Purchasers usually prefer their securities in 
smaller denominations and in even amounts. 
Instead of this one four year debenture for 
$31,152.06, then, we could have 31 of $1,000 
each and one for $152.06. The coupons 
would be 31 with four $40 coupons and 1 
with four coupons of $6.08 as shown by 
column g. The total of these coupons would, 
of course, equal the corresponding figure in 
column f. When all the figures in column 
g are completed the sum of their extensions 
should equal the first year’s interest, that is 

(27 + 28 + 29 + 31 + 32) x $40 

+ ($27.76 + $32.07 + $38.16 + $6.68 

+ $15.93) = $6,000.00 

If precise conformity to the equal annual 
instalment pattern is not necessary (it is not 
required by law) a short cut can be taken 
which has some advantages. After working 
out the figures for the end of the first year, 
as shown in the above schedule, approxima- 
tions can be set down as follows: 
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SCHEDULE Z 
b $ j k l m n | 
Principal a ee | Alternate / 
unpaid Total Principal Interest Coupons Coupons 
ee rr  , | 
At start 150,000.00 
at end 1st yr | 122,000.00 | 34,000.00 | 28,000.00 6,000.00 |1 x 1,120.00 | 28 x 40.00 
2nd ” | 93,000.00 33,880.00 | 29,000.00 4,880.00 |2 x 1,160.00 | 29 x 40.00 
”“ " 3rd ” | 63,000.00 33,720.00 30,000.00 3,720.00 |3 x 1,200.00 | 30 x 40.00 
" " 4th ” | 32,000.00 33,520.00 | 31,000.00 2,520.00 |4 x 1,240.00 | 31 x 40.00 
Sth ” — 33,280.00 | 32,000.00 1,280.00 |5 x 1,280.00 | 32 x 40.00 








168,400.00 | 150,000.00 | 18,400.00 6,000.00 6,000.00 











This results in a clean looking schedule Schedule Y. The annual charge is approxi- } 
shorn of its error-producing cents and pro- mately the same each year although not pre- 
viding for 150 debentures of $1,000 each (it cisely so. Also in using debentures based on 
could be 1500 debentures of $100 each) — Schedule Z it is much easier to calculate tax 
denominations that are readily absorbed by rates of the even amounts and bookkeeping 
the bond market and which would cost some-_ is simplified. 
what less to print than those resulting from 
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Public Relations 


By T. Earle Hickey, C.A. 


Before “doing” there must be “understanding” 





y geeee are many definitions of public 
relations, but they all boil down to 
a few pertinent facts which all of us 
would do well to recognize: public re- 
lations is about 90% “doing” and 10% 
“talking”, in combination with a work- 
ing knowledge of sociology, psychology, 
economics, and communication. 

For most people, public relations is 
necessary to the enjoyment of life. It 
is much more pleasant to stroll down 
life’s highway between friends than to 
ward off enemies. To have good friends 
about you is invaluable. Abraham 
Lincoln once said: ‘The best way to 
destroy enemies is to make them your 
friends.” 


In the development of our instincts 
and emotions, we find that we cannot 
always follow our first impulses. If we 
did, we would be in trouble most of the 
time. Self-discipline and self-control are 
necessary to regulate our emotions so 
that we may be in a position to adapt 
ourselves to any situation. We have to 
train ourselves to think things out in 
their relations to other things, to walk 
around questions, and to know both sides 
of a question before judging or acting 
upon it. 


There are some people who are con- 
vinced that the only way to go through 
life is by insisting upon having their 
own way, getting the best of every bar- 
gain, taking credit for everything they 
can, and generally trying to advance at 
the expense of others. People who are 
self-centred, fault-finders, those who are 
envious of the other fellow’s position, 
are some of the types who will not 
co-operate and whose minds are not re- 
ceptive to the idea of public relations. 


Getting along with People 

This now suggests that good public 
relations consists in getting along with 
people and to do this we must judge 
them generously, bear with the other 
fellow’s ideas, and build good fellow- 
ship with our neighbours. 

We should never judge people rashly. 
We often feel that if people knew our 
troubles, they would judge us more 
charitably. If we could see behind the 
lives of others, we might also be more 
charitable. We are sometimes prone 
to judge on the basis of our own stand- 
ards and usually we require that others 
be formed by a more perfect model than 
we are willing to imitate. A Sioux In- 
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dian once prayed: “Great Spirit, help 
me never to judge another man until 
I have walked two weeks in his moccas- 
ins.” I doubt the practicability of the 
idea, but it is a good thought. 


What really makes public relations 
difficult is prejudice and bigotry which 
close the doors of truth and knowledge 
about people. Prejudice may be a be- 
lief based on repeated hearsay or tradi- 
tion. Bigotry is a blind and obstinate 
adherence to one’s own opinions with 
intolerance toward those who have other 
views. As a result, we unconsciously 
select examples favourable to our view, 
and fail or refuse to see any other point 
of view. 

Much of what has been said may ap- 
pear far removed from the practice of 
public relations, but before ‘‘doing” 
there must be “understanding”. Public 
relations is the sum total of the effect 
we have on other people, and that can- 
not be turned on and off like a tap. 


Understanding and Persuasion 

First, find out what the public wants 
and then make every effort to fill the 
requirements. Sympathy and praise when 
given sincerely and honestly evokes the 
kindliest feelings. Seek out the praise- 
worthy qualities and you will find that 
it pays off. It is not sufficient to re- 
frain from criticism, we must try to find 
something pleasant to say. 

Persuasion makes for better public re- 
lations than does compulsion. The man 
who is persuaded feels he has gained 
something; the man who is compelled 
believes he has been despoiled of some- 
thing. Courtesy and good manners in 
our daily contacts and in public places are 
good public relations. This means a 
regard for the other fellow’s feelings 
which leaves him with a memory of you 
that is pleasant. This, of course, must 


be a continuous process and must be 
followed - consistently. 
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Patience and a sense of humour are 
important contributions toward your goal. 
In these days of jaywalking pedestrians, 
discourteous motorists, disinterested sales- 
clerks, a disgruntled labour force, and 
would-be tax evaders, we may find that 
we have very little patience, but let 
each one of us try to be the one to 
improve public relations. 


A Job for the Individual ... 


One of the principal functions of our 
profession is to make available to our 
clients services that will add to their 
well-being. In applying this principle, 
it appears to me that the job rests 
primarily with the individual. 

In smaller communities, the chartered 
accountant is usually called upon to 
audit or act as treasurer for the local 
curling club, athletic association, church 
clubs, numerous charitable drives, ser- 
vice clubs, and many other non-profit 
organizations which exist in our respec- 
tive communities. We should all do as 
much of this work as we are asked to 
and do it cheerfully. It is also import- 
ant to be active in public service organ- 
izations and be ready to serve when 
called upon. We should show particular 
interest in youth organizations and home 
and school groups. 


Assuming Social Responsibility 

This demonstrates our assumption of 
social responsibility. Our willingness to 
provide such services and to participate 
actively in community organizations wins 
public approval. In this way also, op- 
portunities often present themselves to 
inform the younger people and students 
of the functions of the chartered ac- 
countant. The youth of today are the 
men of tomorrow and if they go out 
into the business or professional world 
with a favourable knowledge of our pro- 
fession, we are building for the future. 
It may also interest worthwhile students 


—— 








Public Relations 


in the profession as a career for them- 
selves. 

I believe it is generally recognized 
that there is a group of the smaller 
businesses which more or less shy away 
from the chartered accountant because 
they feel they do not require his ser- 
vices or because of the cost. The ap- 
proach to this group could possibly be 
made by _ information disseminated 
through the provincial Institutes. 


Tell the Public about the C.A. 

Properly prepared articles on the train- 
ing of students, the qualifications re- 
quired, the examinations they are re- 
quired to pass to attain their degree 
could be published through the press. 

Articles on the standards of profession- 
al conduct, code of ethics, the C.I.C.A., 
the provincial Institutes, and various 
other subjects dealing with the functions 
of the chartered accountant could be 
presented with professional assistance in 
a manner that should react to the bene- 
fit of the profession. This may be done 
as a purely provincial effort or possibly 





Mr. T. E. Hickey, C.A. began a 
banking career but was obliged to 
leave after seven years because of 
illness. After he recovered, he 
became supervisor of coopera- 
tive associations and later assist- 
ant provincial auditor for the 
P.E.I. Government. Admitted to 
the P.E.I. Institute in 1942, he is 
now conducting his own practice 
of the profession. 


as a regional effort to which, say, the 
four Maritime Provinces would lend 
themselves quite favourably. 

These few thoughts are thrown out 
with the hope that others will suggest 
themselves to the reader. In conclusion, 
we find that public relations is putting 
ourselves in a position where our public 
finds it desirable to do business with us. 
This is accomplished by treating people 
as we ourselves wish to be treated, by 
keeping our public informed, by our 
personal conduct as individual citizens, 
and by the position we hold in the 
community. 








Recent Books 





Municipal Accounting and Auditing; 
published by Municipal Finance Offi- 
cers’ Association of the United States 
and Canada; pp. 250 and index; price 
$4.00 U.S. 

The purpose of this book, which 
combines and revises several former 
publications of the Association dealing 
with the same subject, is to discuss the 
principles and procedures of accounting, 
budgeting, auditing, and reporting by 
municipalities and to present the con- 
clusions arrived at after prolonged 
study by leading authorities. 

The appreciation of the need for 
keeping proper accounting records and 
for presenting financial statements on 
uniform lines is evident in the increas- 
ing interest in Canada and the United 
States on the part of the senior gov- 
ernments which instruct municipalities 
to report their accounts along pre- 
scribed lines. In Canada, the financial 
and statistical returns of municipalities 
must conform closely with the direc- 
tions set out in the Manual of Instruc- 
tion published in 1942 by the Do- 
minion Bureau of Statistics and revised 
about two years ago. 

The subject matter of the American 
publication is similar to that of the 
Canadian Manual, but there is greater 
development of the theory of account- 
ing practice. The volume is divided 
into four sections:— 

The first section discusses the gen- 
eral principles of municipal accounting 
and delves at some length into certain 
controversial aspects of the subject such 
as budgetary entries, the use of rotary 
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or revolving funds, the accrual and en- 
cumbrancing systems, the limited use 
of depreciation charges, and the proper 
treatment of interfund balances. 

The second and largest section is a 
comprehensive discussion of the segre- 
gation of accounts by funds showing 
the purpose of, and the forms and 
statements appropriate for, each. It is 
suggested that municipalities should 
not establish funds beyond those re- 
quired by law or for sound financial ad- 
ministration. Those recommended are: 
(a) general, (b) special revenue, 
(c) working capital, (d) special assess- 
ment, (e) bond or debenture, (f) sink- 
ing fund, (g) trust and agency, and 
(h) utility or other enterprise. In ad- 
dition, general fixed assets is usually 
treated as a separate self-balancing 
group. 

The third section covers a subject 
not touched on in the Canadian Man- 
ual: namely, the procedure in making 
an independent after-payment audit of 
the accounts of a municipality. It is 
more concerned with general principles 
than with the details of procedure. The 
agreement between the municipality 
and the auditor will determine the 
scope of the audit, subject of course to 
the duties of auditors as laid down in 
the various municipal statutes. 


The fourth section, taking up 30 
pages, is devoted to municipal account- 
ing terminology. The definitions given 
are somewhat more comprehensive and 
descriptive than those in the revised 
edition of the Canadian Manual. 

GEO, H. GLENNIE, C.A. 





r 


a 
g 
d 


= = F oe 


Vs bee 


7 


wsfws Vv OS 138 GH RH PwHvy 6 











Results of October 1951 Examinations 





’ 


ALBERTA 


Primary 

Passed: Bowes, J. E.; Buckton, P. R.; Chap- 
man, R. A.; Christison, D. C.; Cooney, E. J.; 
Darwish, J. O.; Dennis, R. B.; Donnelly, 
S. J.; Edwards, E. L.; Hunter, B. R.; Ke- 
roach, P. R.; Macleod, D. H.; Maxwell, J. 
R.; Montalbetti, P. W.; Smith, B.; Stocks, R. 
H.; Talbot, D. W.; Tate, H. W.; Thompson, 
R. H.; Wallace, D. B.; Wood, V. R. 

Prizewinner: Alberta Institute Bronze Medal 
and $10 prize for Honors candidate having 
highest aggregate marks in the primary ex- 
amination—Mr. James R. Maxwell. 


Intermediate 
Passed: Allison, K. T.; Anderson, A. M.; 
Baines, R. A.; Barrett, H. R. J.; Bateman, J. 
R.; Burgoyne, N.; Collins, J. E.; George, E. 
A.; Harris, R. G.; Hauff, G. A. R.; Hooker, 
D. S.; Johnston, F. C.; Johnstone, J. S.; Key, 
W. H.; McDowell, K. A. C.; McKay, M. S.; 
Martin, D. F.; Niles, W. I. C.; Ringrose, E. 
G.; Rufenach, H. O.; Steele, D. F.; Thomp- 
son, D. F.; Thompson, K. W.; Toole, J. W. 


Prizewinner: Alberta Institute Silver Medal 
and $15 prize for Honors candidate obtain- 
ing the highest aggregate marks in the inter- 
mediate examination—Mr. Raymond G. Har- 
ris. 


Final 

Passed: Ballard, H. R.; Bennett, H. A.; Berg- 
lund, R. C.; Brechin, J. D.; Cruikshank, G. 
K.; Duck, J. H.; Fraser, H. L. M.; Gibson, 
H. G.; Gray, D. C.; Hamilton, R. W.; 
Howard, W. C.; Jarman, G. H.; Knebel, A. 
J.; McElroy, D. K.; Michols, L. M.; Morri- 
son, V. C.; Morton, R.; Naismith, D. A.; 
Newborn, D. W.; Nichols, W. G.; Powell, 
N. F.; Quinn, K. W.; Rollins, S. B.; Simpson, 
W. B.; Sommerville, G. Y.; Steele, J. R.; 
Stilling, E. C.; Wilson, D. M.; Williams, G. 
G.; Wilson, J. W.; Wolstoncroft, M. C. J. 

Prizewinner: Alberta Institute $25 prize 
awarded to candidate securing the highest 
aggregate mark in the final examination— 


Mr. R. W. Hamilton. 


BRITISH COLUMBIA 


Primary 
Passed: Banning, S. E.; Barker, T. W.; Barr, 
J. F. C; Brownell, J. R. Burrell, R. E; 
Campbell, R. F.; Courtice, G. L.; Davie, R. 
A.; Dodman, E. C.; Ellis, D. S.; Gerrard, 
W. G.; Gray, G. C. P.; Greig, J. W.; Ham- 
mond, W. H.; Hampson, A. G.; Harding, 
F. A.; Henniger, E. C.; Hill, A. K.; Ilott, W. 
D.; Jackson, G. W.; Johnston, L. A.; Kelvin, 
Andrew; Ker, D. N.; Kingsley, R. C.; Mac- 
Lean, K. L.; McLean, James; Magee, J. L.; 
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Murray, W. S.; Notman, J. S.; Pantages, B 
L.; Piskorik, John; Prowse, K. M.; Richards, 
N. R.; Robinson, M. H.; Routledge, Daniel; 
Rutherford, J. A.; Schulli, Richard; Smith, 
M. A.; Steen, W. R.; Stewart, D. R.; Tambo- 
line, R. D.; Vogt, G. W.; Waddington, J. 
D. 

Granted Supplemental: Guman, P. Y.; Hun- 
ter, R. G.; Klimovich, A.; Unrath, A. B. 


Prizewinner: B.C. Institute Bronze Medal for 
highest standing in B.C.—G. C. P. Gray. 





Intermediate 

Passed: Aldridge, W.; Avis, S. F.; Benson, 
K. P.; Biddle, G. H.; Carter, J. H.; Castelan, 
R.; Cliff, R. L.; Davis, M. E.; Dunn, H. R.; 
Ericson, A. H.; Fahy, B.; Greenwood, G. M.; 
Harper, G. K.; Harwood, G. L.; Howes, J. 
N.; Hughes, H. McD.; Jones, A. H.; Kerr, 
D. R. A.; Lindow, J. E.; McConnell, O. R.; 
McConville, C. G.; MacDonald, J. B. L.; 
McDougall, J. F. F.; McKay, R. J.; McNicol, 
L. H.; McPherson, J. D.; Milroy, J. A.; 
Mitchell, R. K.; Mullin, D.; Newman, R. G.; 
Nobbs, W. H.; Porter, D. K.; Potts, D. P.; 
Provost, J. H.; Roberts, D. T. C.; Slater, 
S. K.; Smith, W. J.; Snelgrove, G. R.; 
Sykes, J. R. W.; Wallace, W. P. 
Prizewinner: B.C. Institute Silver Medal for 
highest standing in B.C—R. J. McKay. 


Final 
Passed: Armstrong, D. A.; Bailey, R.; Baker, 
H. D.; Bellinger, A. G.; Bond, J. N.; 
Brassington, W. J.; Burt, W. L.; Carter, K. 
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B.; Crawford, P. W.; Cruickshank, D. G.; 
Dayton, E. A:; Dyke, C. D. L.; Ellis, R. L.; 
Fletcher, D. P.; Goold, G. W.; Goulson, A. 
A.; Gourlay, R. A.; Green, J. W. A.; Hall, 
A. B.; Hill, A. L.; Hill, C. J.; Homenuk, 
W. G.; Hope, J. J.; Jenkins, S. B.; Jewell, 
G. T.; Johnson, C. A.; Keenlyside, R. W.; 
Laurie, W. B.; Lavery, T. M.; Leslie, I. T.; 
Leversage, G. D.; Lightbody, K. M.; Lois- 
elle, H. A.; McCubbin, W. D.; McKay, A. 
C.; McLean, G. F.; Manuel, L. W.; Mason, 
F. B.; Mill, R. M.; Miller, G. D.; Milner, R. 
S.; Moreton, G. M.; Mylett, P. V.; Nelson, 
W. B.; Punter, W. F. G.; Richards, G. C.; 
Rose, T. F.; Russell, N. G.; Thibaudeau, 
M. M.; Waite, F.; Wolf, H. H.; Woolcock, 
z. 

Granted Supplementals: Ashley, L. S.; Brien, 
F. R.; Curry, R. G.; Matheson, W. D.; Pal- 
mer, J. C.; Price, R. H.; Richards, M.; Rose, 
R. J.; Trusler, W. K.; Walton, A. E. M.; 
Waring, A. A. 

Prizewinner: B.C. Institute Gold Medal for 
highest standing in B.C_—G. W. Goold. 


MANITOBA 


Intermediate 

Passed: Ball, F. A.; Bennington, V. V.; 
Brown, E. K.; Cartwright, L. G.; Cathro, 
C. L.; Colley, G. M.; Cooper, D. A.; Davis, 
W. P.; Dickens, S. A.; Engborg, G.; Farring- 
ton, J. P.; Fowlis, J. M.; Froud, G. L.; 
Gardner, Donald; Gateson, D. G.; Hearn, 
J. P. D.; Lovelace, E. A.; Miller, J. F.; 
Northcote, W. B.; Ruse, W. H.; Schultz, 
W. A.; Shields, W. E.; Sinclair, L. R.; Snell, 
W. J.; Tarrant, J. C.; Watson, B. I.; Whelan, 
A. W.; Wildman, J. E. A.; Wilkie, W. D.; 
Wood, R. F. 

Prizewinner: The W. A. Henderson Silver 
Medal and the Institute Scholarship of $50. 
—B. I. Watson. 


Final 
Passed: Banner, T. B.; Black, J. M.; Booth, 
H.; Bromberg, W.; Cobb, R.; Cotsworth, 


J. B.; Croll, J. R.; Dent, C. D.; Gamble, 
G. J.; Gemmel, J. L.; Gottfred, L. A.; 
Guttormson, M.; Havard, G. E.; Hayward, 
R. J.; Hornstein, G.; Korn, David; Lewis, 
W. M.; McAllister, J. A.; Morton, J. M.; 
Reid, D. A.; Rennie, W. W.; Richmond, 
A. J. S.; Sawyers, R. J.; Shannon, P. D.; 
Sheridan, D. J.; Streuber, E. B.; Sutton, 
J. V.; Tooley, A. M.; Trueman, G. V.; 
Verdin, E. L. 


Granted Supplementals: Agnew, W. H.; 
Barnes, J. K.; Brown, J. O.; Cork, E. G.; 
Horne, G. A.; Ligertwood, J. R.; Minty, 
J. W.; Posen, Abram; Prendergast, M. J. C.; 
Ramsay, A. D.; Skene, E. A.; Sutton, F. R.; 
Truscott, P. H.; Ziprick, W. K. 


Prizewinners: ist Prize of $100—David 
Korn. 


2nd Prize of books—R. J. Sawyers. 
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NEW BRUNSWICK 


Primary 
Passed: Bonnar, B. J.; Brown, A. G.; Fraser, 
J. D.; McLeod, H. D.; Wood, G. D. R.; 
Wood, W. R. 


Intermediate 
Passed: Anderson, J. R.; Cherry, D. W.; 
Durward, R. D.; Johnson, V. L.; McDonald, 
D. C.; McKenzie, R. L.; Quartermain, 
W. M.; Richards, H. F.; Steel, W. G.; 
Woodland, M. L. 


Final 

Passed: Adair, A. P.; Allwood, W. M.; 
Burnham, J. N.; Duff, F. L.; Fowler, E. R.; 
Killorn, J. M.; McKenzie, G. K.; Robinson, 
L. M.; Smith, F. T.; Thompson, J. D. 
Granted Supplemental: Warner, C. G. 
Prizewinner: Institute prize of $25—F. T. 
Smith. 


NEWFOUNDLAND 


Primary 
Passed: Day, R. C.; Garland W. W.; Hod- 
der, E. A.; Leith, R. G.; Marshall, J. B.; 
Woolgar, F. D. 


Granted Supplementals: Furlong, H. M: 


Final 
Passed: King, C. A.; Penney, F. G. 
Granted Supplementals: Reynolds, J. A. 


NOVA SCOTIA 


Primary 
Passed: Fillmore, F.; Jennings, W. T.; 
Miller, N. K.; Morrison, J. D. 


Intermediate 
Passed: Cormier, O. P.; Durning, G. H.; 
Garber, L. F.; Jessen, A. H.; Leary, L. A.; 
MacCully, L. D.; MacLean, R. N. 
Granted Supplementals: Forse, B. R.; Hare, 
J. G.; Peveril, F. W. B.; Porter, C. D. 


Final 
Passed: Butler, A. H.; Butler, D. R.; Dodge, 
J. S.; Finley, R. A.; Flewwelling, R. G.; 
Kelly, H. V.; Lacusta, L. W.; Linton, 
A. W. W.; MacDougall, J. W.; Ménard, 
R. R.; Miller, C. K.; Parsons, A. W. C.; 
Sarty, A. W.; Wilburn, E. C. 
Granted Supplementals: Coleman, W. D.; 
Fraser, A. G. 
Prizewinner: Institute prize—J. W. Mac- 
Dougall. 


ONTARIO 


Primary 

TORONTO 
Passed: Aldersley, W. J.; Applebaum, I.; 
Armel, H.; Armstrong, G. J.; Bailey, J. G.; 
Ballett, A. W.; Barclay, L. G.; Bassel, J. G.; 
Besler, E. L.; Birney, G. C.; Boyd, E. B.; 
Browner, I.; Colnett, B. E.; Corner, W. H.; 
Cowan, D.; Crandell, R. G.; Davies, F. E.; 
Farmer, D. W.; Fisher, J. H.; Frankel, L.; 
Freund, J.; Gailus, R. F.; Gardiner, J. E.; 
Gibson, J. G.; Gingrich, G. C.; Goldberg, 
J.; Goldhar, J.; Gollop, B. B.; Goodfield, J.; 
Gottlieb, S.; Hadley, J. D.; Haigh, J. D.; 
Hampson, L. E.; Harrington, P. T.; Har- 


rison, H.; Harrison, R. M.; Hubbell, H. G.; 
Hudes, H. M.; Imrie, E. W.; Jackson, E. T.; 
Jarrett, D. R.; Jones, J. E.; Jordan, W. R.; 
Kemerer, P. M.; Kenny, R. W.; Klein, H.; 
Koyanagi, A.; Landau, A.; Lawson, F. A.; 
Laywine, C.; Ledger, B. D.; McAlpine, 
J. S.; MacFarlane, H. H.; MacInnis, F. A.; 
McKay, R. E.; McVicar, J. W.; Marchment, 
A. R.; Marshall, L.; Menard, C. A.; Mills, 
K. A.; Mitchell, A. H.; Moskowitz, D.; 
Munro, W. A.; Murphy, J. V.; Needleman, 
J.; O'Neil, J. J.; Owen, R. D.; Pascoe, R.; 
Patterson, J. R.; Pepler, R. S.; Peterson, S.; 
Preston, D. O.; Probert, G. G.; Prokopowich, 
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W.; Rayment, R.; Robson, D. K.; Robb, 
R. W.; Ryan, T. D.; Schwartz, A.; Scott, 
G. R.; Silver, R.; Silverman, W.; Skurka, F.; 
Stanley, J. H.; Stern, F.; Storr, K. G.; 
Swartz, M. G.; Vangelisti, A. J.; Vogan, 
J. F.; Weinberg, H. H.; Weingarten, R.; 
Wener, P.; Williams, W. H.; Withey, R. J.; 
Wright, W. C.; Young, J. H. 


HAMILTON 


Passed: Baillie, B. A.; Barton, W. F.; Godry, 
J. S.; Hirniak, G. T.; Lockley, J. E.; Lott, 
R. W.; McCauley, T. A.; Murat, B. E.; 
Nelson, W. W.; Partridge, W. C.; Russell, 
W. G.; Saunders, R. M.; Shore, C. A.,; 
Smith, R. F.; Snider, H. E.; Starke, G. E.; 
Wilson, A. F. 


LONDON 
Passed: Headlam, A. H.; Iles, J. A.; John- 
ston, C. E.; MacVicar, W. D.; Mennie, 
J. A.; Miller, G. E.; Murphy, T. F.; Murray, 
G. A.; Scott, W. S. 


OTTAWA 
Passed: Ainsworth, W. A.; Atchison, W. K.; 
Calvert, J. E.; Campbell, R. M.; Fortin, 
D. R.; Gillespie, J. F.; Gravel, A.; Latimer, 
W. W.; Leonard, R. J.; McCulloch, D. W.; 
Radburn, E. A.; Reynolds, R. G.; Rourke, 
R. E.; Taylor, Miss B. M.; Wackid, J. A. 


OTHER CENTRES 
Passed: Allen, K. L.; Black, D. F.; Cope- 
land, W. R.; Ellingwood, R. G.; Geddes, 
R. J.; Gibbons, G. D.; Kelly, A.; Milner, 
J. W.; Prouty, A. E.; Smith, M. E.; Taylor, 
W. E.; Ylitalo, O. J. 
Prizewinners: Ontario Institute First Prize— 
A. H. Mitchell. 
Ontario Institute Second Prize— J. D. 
Hadley. 
Henry Glover Prize (Accounting)—G. A. 
Murray. 


Intermediate 
TORONTO 


Passed: Andrews, E. W.; Atkins, V. F.; 
Barr, R. A.; Bass, P. B.; Bernholtz, T. H.; 
Bernstein, I. A.; Birenbaum, A.; Bloom, R.; 
Brown, A. S.; Buckstein, D. E.; Burland, 
C. D.; Burton, D. E.; Butcher, J. W.; Cal- 
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vert, E. A.; Caldwell, J. K.; Cameron, D. M.; 
Campbell, W. R.; Campion, R. D.; Car- 
ruthers, G. J.; Carson, J. A.; Carter, M. E.; 
Church, A. H.; Clarke, J. E.; Coates, 
L. T. M.; Cohen, S. H.; Cole, D. A.; 
Cooper, A. I.; Cummings, L. S.; Davie, J. J.; 
Detenbeck, W. J.; Diamond, S.; Dixon, 
D. A.; Donovan, J. M.; Dougan, R. W.; 
Draper, E. T.; Dunlop, D. A.; Ellis, R. B.; 
Ewen, D. G.; Fedder, S.; Ferguson, R. E.; 
Fielding, Jr., R.; Finley, D. J.; Fisher, E. N.; 
Fleming, D. M.; Forsyth, T. J.; Geddes, J.; 
Gilchrist, N. S.; Gill, G. B.; Gold, I.; Grant, 
G. M.; Green, E. W.; Greenley, W. G.; 
Gregory, W. A.; Hahn, Zigmund A.; Hauck, 
C. A.; Henry, C. D.; Hewitt, A. H.; Hitch- 
cox, A. R.; Hochreiter, F. H.; Hoover, 
D. C.; Howard, J. D.; Howe, W. V.; 
Hurdle, W. H.; Ide, H. K.; Johnston, E. H.; 
Karp, F. L.; Kates, M. S.; Knifton, H. E.; 
Kraft, B.; Langhorne, J. A.; Litvack, H.; 
Loftus, S. B.; McAnulty, T. L.; McCullagh, 
Jr. W. R.; McEwen, D. R.; McGuffin, 
H. R.; MacInnis, H. R.; McKeeman, J. R.; 
MacKenzie, M. A.; McQueen, R. J.; McRae, 
R. H.; Marks, S. C.; Martin, A. R.; Mathe- 
son, K. J.; Minns, B. E.; Mino, H. S.; 
Mitchell, D. R.; Moore, G. W.; Morgan, 
W. J.; Morley, R. W.; Mundy, G. H.; Mur- 
phy, G. E.; Orser, E. H.; Pascaris, J.; Paul- 
off, N. D.; Penny, W. F.; Philipchuk, S.; 
Prowse, D. F.; Pyzer, A.; Rayman, A.; 
Ritchie, H. D.; Roe, R. G.; Ross, G. F.; 
Ross, N. M.; Rumack, J.; Rumgay, D. A.; 
Salak, M. A.; Sanderson, D. M.; Severn, A.; 
Sharp, P. E.; Shelson, N.; Sherman, J.; 
Shortly, J. L.; Sims, H. L.; Smith, D. W.,; 
Smith, R. A.; Souch, D. L.; Spence, J. A.; 
Stainsby, J. A.; Stephenson, L. F.; Stewart, 
F. W.; Stone, M.; Sullivan, P. J.; Tait, 
H. G.; Taylor, J. T.; Thomas, A. J.; Tyn- 
dall, D. W.; Wallace, G. R.; Webb, H. W.; 
Wettlaufer, N. R.; Wheeler, A. W.; 
Wheeler, E. C.; Whelan, W. J.; White, W.; 
Whitney, H. R.; Wickens, E. A.; Wileman, 
J. L.; Wilson, D. R.; Wilson, S. W.; Win- 
ship, R. C.; Woodward, C. K.; Wright, 
5.3. 


HAMILTON 
Passed: Buck, C. G.; Cormick, H. R.; 
Cuddie, J. A.; Donald G. E.; Griffin, L. S;. 
Jones, C. G.; McAlister, C. H.; McGarvey, 
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Results of October 


W. J.; Moore, A. M.; Moore, J.; Neale, 
G. V.; Neale, R. R.; Owen, E. E.; Perrin, 
D. E.; Sampson, G. M.; Scott, R. J.; Shep- 
herd, J. L.; Walker, A. W.; Winter, K. D. 


LONDON 


Passed: Cook, W. F.; Diegel, G. B.; Dooley, 
P. G.; Leigh, R. G.; Lightfoot, R. F.; Mc- 
Donald, F. B.; Martin, E. W.; Morton, 
R. T.; Osmond, R. C.; Phillips, J. A.; Wals- 
worth, P. L. 


OTTAWA 
Passed: Ardley, D. S.; Grant, J. C.; Heath, 
S. L.; Kirby, S. P.; Moore, C. H.; Noel, 
J. A.; Prime, E. A.; Schultz, K. B.; Wilson, 
G. W. 


OTHER CENTRES 


Passed: Allen, R. V.; Bailey, W. C.; Bay- 
liss, F. M.; Birney, G. M.; Campbell, J. J.; 
DeCourcy, T. J.; Goodwin, R. A.; Gray, 
G. C.; Heger, G. P.; Hunt, D. J.; John- 
ston, C. R.; Newcombe, C. W.; Pearsall, 
C. L.; Poulter, F. L.; Simms, W. M.; Stone- 
man, J. V.; Stoneman, W. M.; Wigle, S. L. 
Prizewinners: Ontario Institute First Prize— 
Abraham Birenbaum. 

Ontario Institute Second Prize (tied) — 
D. E. Perrin and F. B. McDonald. 

George A. Touche & Co. Prize (Auditing) 
—E. N. Fisher. 


Final 
TORONTO 
Passed: Adamson, J.; Armes, W. P.; Armi- 
tage, R.; Ausman, E. M.; Bailey, W. J.; 
Barnett, R. V.; Beare, J. M.; Bernholtz, 
M. M.; Best, P. E.; Blake, F. G.; Blodgett, 
G. S.; Boaretti, L.; Bossin, S. L.; Bowers, 
A. G.; Brockman, H. F.; Brudner, S. B.; 
Campbell, J. R.; Campbell, W. D.; Carr- 
Harris, P. G.; Carter, O.; Clarke, E. A.; 
Cockburn, G. A.; Cole, M. S.; Collis, A. A.; 
Cookson, J. A.; Crandell, Jr., A. J.; Currie, 
N. T.; Davis, G. W.; Doyle, W. M.; Dun- 
lop, D. S.; Eadie, A. W.; Fagg, E. A. E.; 
Ferris, C. E.;  Flicht, M.; Fortinsky, 
A.; Galloway, R. J.; Gambles, C. R.; Gar- 
ratt, G. A.; Gibson, I. M.; Gibson, J. K.; 
Gillespie, T. B.; Gilmaster, D. R.; Glicks- 
man, S.; Goldlist, G. D.; Green, H. A.; 
Grossman, D. S.; Grossman, E. I.; Harris, 
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J. W.; Harrison, F. V.; Herington, R. E.; 
Hickman, J. D.; Higginbotham, D. C.; Hill, 
W. F.; Hoar, H. A.; Hoare, F. T.; Hod- 
gins, W. J.; Irvine, George E.; Jackson, Jr., 
A. W.; Jennison, A. C.; Johnston, R. A.; 
Jones, W. K.; Kerby, M. J.; Landsberg, 
M. H.; Larke, D. S.; Lewis, R. D.; Link- 
fates: BR Ti: Ince; C.. Ls: Epo; T. BMS 
McClelland, D. M.; McCormack, E. J.; 
McDonald, E. A.; McDougall, W. E.; Mc- 
Intosh, A. M.; McKellar, N. A.; MacKill- 
ican, J. A.; McKillop, A.; Mailling, R. B.; 
Manners, C. M.; Marcus, A.; Marinigh, 
E. J.; Marsh, E. A.; Maynard, L. G.; Mead, 
W. T.; Meddick, W. C.; Mendelson, S. J.; 
Moloney, J. P.; Morrison, D. P.; Ormsby, 
A. J.; Orr, J. A.; Patterson, R. F.; Peirol, 
A.; Perrott, D. B.; Phippen, J. G.; Pichora, 
E. A.; Pickard, J. L.; Pinnock, R. C.; Powell, 
A. E.; Prince, J. P.; Rainvasser, N.; Reid, 
G. J.; Reisman, F. T.; Reynolds, R. J.; 
Risman, F. R.; Roberts, W. D.; Robinson, 
R. A.; Rooney, J. M.; Ross, S. S.; Rosen- 
thal, C. H.; Rumack, M.; Sellers, A. F.; 
Shields, R. M.; Smith, W. W.; Snedden, 
J. D.; Soren, A.; Steinberg, D. M.; Stewart, 
P.; Strome, R. E.; Thomson, D. J.; Turner, 
A. C.; Turner, J. G.; Vair, J. W.; Wardell, 
G.; Wardlaw, T. D.; Watkins, F. J.; 
Weicker, D. S.; Wells, L. A.; West, R. A.; 
Williams, P. H.; Wilson, H. V.; Young, 
JP: 


HAMILTON 


Passed: Aiton, W. D. B.; Beaton, H. E.; 
Bendall, K. E.; Beveridge, J. C.; Booth, 
R. L.; Cooke, R. W.; Craggs, J. E.; Dales, 
C. B.; Jackson, J. D.; Knox, A.; Lumby, 
J. M.; Martin, E. J.; Reid, E. H.; Robert- 
son, D. R.; Scott, G. F.: Seully, D. W.: 
Smiley, W. C.; Trickey, A. G.; Vallance, 
M. A. 


LONDON 
Passed: Brownridge, R. G.; Doig, W. G.; 
Duncan, J. D.; Pernfuss, W. P.; Prangley, 
J. G.; Robinson, E. A.; Uffelmann, P. H.; 
Wren, L. G. 


OTTAWA 
Passed: Bennion, J. H.; Berry, A. W.; But- 
ler, A.; Cunliffe, J. A.; Foster, A. E.; 
Grundy, W. K.; Hemphill, J. A.; Kerr, 
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J. D.; Laughlin, K. A.; Orser, H. T.; Ray, 
R. J.; Shuttleworth, D. N.; Wadley, W. M.; 
Wood, T. A. 


OTHER CENTRES 
Passed: Anttila, P. F.; Dorland, L. K.; 
Humphrey, H. J.; Kennedy, M. E.; Muir, 
J. E.; Pocock, D. F.; Pomerlan, M.; Smith, 
G. C.; Tomsich, J. F.; Waldram, W. A. 


TORONTO 


Granted Supplementals: Behan, W. F.; 
Black, D. G.; Blake, R. R.; Blodgett, J. W.; 
Broad, R. H.; Brockington, R. L.; Clarke, 
A. J.; Dickenson, A. T.; Forsey, A. S.; 
Kirk, H. J.; Klyman, M.; Layzelle, G. H.; 
Linn, K. G.; Marquis, R. A.; Midghall, 
J. G.; Midghall, R. B.; Morton, R. C.; 
O'Brien, T. J.; Pogson, R. W.; Rennie, 
C. S.; Rosenberg, D.; Roth, W. W.; Rowan, 
A. R.; Ryan, J. P.; Shultz, T. E.; Snell, 
D. M.; Stapells, W. E. A.; Stevenson, J. R; 
Taylor, E. E.; Thompson, R. M.; Trewin, 
M. D.; Tyson, T. F. 


HAMILTON 
Granted Supplementals: Butler, W. L.; 
Carpenter, B. C.; Hamilton, R. M.; Hassal, 
M. A.; Mitchell, G. E.; Nolan, E. P.;° Sav- 


Accountant, March, 1952 


age, W R.; Smith, R. D.; Swing, W. F.; 
Thomson, J. R. 


OTTAWA 
Passed: Allan, V. D.; Blyth, T. F.; Doyle, 
F.; Mulvihill, G. M.; White, E. M.; Wil- 
oon, SK. 


OTHER CENTRES 
Granted Supplementals: Coulter, E. M.; 
Denning, G. F.; Hubbard, B. G.; Jolley, 
K. C.; Matthews, E. C.; McMahon, L. G.; 
Morrison, W. J. M. 
Prizewinners: C.I.C.A. gold medal and prize 
for the highest marks in Canada—Martin 
H. Landsberg. 
C.1.C.A. silver medal and prize for the 
second highest marks in Canada—Russell A. 
Robinson. 
Ontario Institute Gold Medal and Prize— 
Martin H. Landsberg. 
Special $100 Prize to Ex-Servicemen— 
John M. Rooney. 
George Edwards Prize (Accounting) — 
Allan G. Bowers. 
W. T. Kernahan Prize (Auditing I & II)— 
Donald S. Dunlop. 
E. R. C. Clarkson Prize (Auditing III)— 
Ian M. Gibson. 


PRINCE EDWARD ISLAND 


Primary Manning, R. D.; Robertson, W. A. 
Passed: Andrew, D. A. Final 
Intermediate Granted Supplemental: Williams, H. G. 
Passed: Hennessey, Ray; Hogg, N. W.; 
QUEBEC 
Intermediate B. H.; Letovsky, L.; Léveillé, J. D. O.; 


Passed: Anderson, R. B.; Bloomstone, A.; 
Bonnell, L. G.; Borts, A.; Briand, B. C.; 
Brooks, H. G.; Brown, J. W. E.; Campbell, 
I. B.; Chadwick, W. S.; Chamberland, 
J. A. T. C.; Cooke, S. G.; Cooper, N. H.; 
Curphy, G. C.; Desjardins, J. F. X. A. H.; 
Desrochers, G.; Dubinsky, M.; Duby, E.; 
Dunn, D. E.; Eidelman, L.; Elman, L,; 


Fischer, W.; Fleming, J. D.; Forest, J. C. B.; 
Friedman, L.; Fruchter, M. S.; Galarneau, 
J. R. R.; Gold, J. R.; Greenberg, J. S.; 
Hicks, A. N.; Hillen, J.; Hudon, J. C. H.; 
Kendall, G. C.; Kobayakawa, M.; Leebosh, 


Linder, C. M.; Low, W. G. M.; Marsh, 
E. B.; Martin, A. G.; McCormack, J. M.; 
Mendelman, B. M.; Mitchell, W. G.; Morin, 
R.; Morris, M.; Prefontaine, G.; Reid, J. K.; 
Roach, H.; Roberge, J.; Schneider, H.; Sil- 
verman, A. S.; Solomon, D.; Stein, M.; 
Voelker, A. R.; Wallace, M. S.; Warner, 
H. C.; Wilkinson, D. S.; Wilson, H. B.; 
Wilson, R. W.; Wilson, W. P.; Wyld, R. A.; 
Zucker, N. 

Prizewinners: Silver medal for highest marks 
—W. L. Letovsky. 
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Results of October 


Final 

Passed: Aitken, J.; Banesovitch, H.; Bois- 
vert, A. A. G.; Burke, D. W.; Chapde- 
laine, P.; Delaney, Miss M. N.; Drummond, 
D.; Eisenstat, I. M.; Erly, A. K.; David, 
J. E.; Fortier, R.; Fox, G.; Gagliardi, V.; 
Gauthier, Miss M.; Gibb, A. T.; Gingras, 
J. P.; Glasspoole, W. L.; Grossman, M. M.; 
Hannah, T. S.; Hewitt, L. A.; Honigman, T.; 
Hubscher, D.; Idelson, S.; Imbleau, M.; 
Isenberg, B.; Kaufman, A. M.; Keenan, 
F. D.; Lanthier, R. R.; Leggat, P. S.; Leh- 
berg, J. D.; Lyons, N. T.; Mackey, W. C.; 
Makinson, F.; Mendelsohn, J. B.; Mercier, 
J. M. F.; Montfils, L.; Moore, A. R.; Mordy, 
B. P.; Morrison, D. J.; Pike, J. G.; Portugais, 
G.; Rabinovitch, J.; Ramsay, J. M.; Rappa- 
port, M.; Rich, Miss N.; Richard, J. G.; 
Robidoux, G. L.; Ross, A. C.; Routtenberg, 
J. D.; Rowe, E. R.; Saint-Denis, J. A. H. M.; 
Selton, H. E.; Sénécal, R.; Shuster, P.; Simon, 
A. L.; Stark, J. G.; Stevens, R. A.; Tryon, 
J. T.; Tzventarny, A.; Wildi, C.; Wingfield, 
R. M.; Wolkove, P.; Yates, J. H. 


McGill Licentiate: Beaulac, J. G.; Berman, 
W.; Bridel, T. F.; Budd, E. S. J.; Chippin- 
dale, W.; Clarke, G. B.; Dunn, R. W.,; Ferrier, 
I. C.; Flintoft, C. H.; Frieman, M.; Gerchicoff, 
J. Gordon, M.; Holmes, Mrs. A. E.; Jackson, 
P.; Ladd, D. H.; Langlois, P.; Lazier, F. C.; 
Mather, R. D.; Messinger, I.; Milroy, N.; 
Mitchell, H. E.; Montgomery, T. R.; Morris, 
G. A. Rediker, G. D.; Reusing, L. R.; 
Sauvé, M. A.; Shannon, W. A.; Stephens, 
C. S.; Stokes, B.; Wright, L. A.; Zinkewich, L. 


L’Ecole de Commerce de Laval Licentiate: 
Bergeron, P. A.; Boilard, J. R.; Chamard, C.; 
Cloutier, J.-L; Godin, C.; Lacroix, J. R.; 
Laliberté, J.; Langlois, P.-E; Lauzier, G.; 
Moreau, R.; Proulx, B.; Rochette, L.; Trottier, 
G.; Vien, J. 


Ecole des Hautes Etudes Commerciales de 


1951 Examinations 105 


Montreal: Cété, Y.-A.; Couture, R.; Doré, G.; 
Fafard, H.; Hotte, A.; Jolicoeur, N.; Lanctot, 
J.; Landry, G.; Landry, J.; Lavigne, R.; Lo- 
range, J.; Maheu, R.; Ménard, G.; Michaud, 
P.; Nadeau, H.-P.; Ouellet, H.-P.; Provost, 
R.; Racine, L.; Rivest, R.; Robin, J.; Roy, 
R.; Turgeon, G.-A. 


Granted Supplementals: Bleau, J. C.; Con- 
lan, H. J.; Couture, R.; Craig, J.; Fishman, 
P.; Gauvreau, C. A.; Gerstein, M.; Goat, 
L. T.; Joyce, M. W.; Margles, P. L.; Mig- 
nault, C. J.; Rosenbloom, B.; Saccomani, A.; 
Schlossberg, B. S.; Soroka, A.; Stendel, D.; 
Taylor, J. G.; Taylor, P. S.; Tokessy, A.; 
Wilkins, J. A.; Willows, F. I. H.; Wiseman, 
Js 

McGill Licentiate: Bigelow, E. L.; Couvillion, 
R. J.; Eastman, D.; Fallon, R. H.; Filion, 
M.; Grant, G. M.; Hampson, J. G.; Hunt, 
E. T.; Kingsland, H.; Lachapelle, G.; Marshall, 
G. M.; McColl, A. C.; Rapier, D. E.; Rivelis, 
I; Shannon, J. J.; Smith, H. L.; Smith, 
R. A. M. 


L’Ecole de Commerce de Laval Licentiate: 
Beauchemin, L. E.; Cété, A.; Duguay, J. P.; 
Fournier, C.; Lahaye, A.; Marquis, J. C,; 
Sergerie, G. E. 


Ecole des Hautes Etudes Commerciales de 
Montreal: Alarie, R.; Arnoldi, P.; Berthiaume, 
A.; Bouchard, G.; Bourgeois, J.; Camu, M.; 
Castonguay, J.-B.; Cloutier, J.-P.; de Cot- 
ret, P. R.; Deslauriers, E.; Dolbec, G.; 
Dulude, R.; Dumais, B.; Dumais, B.; Dus- 
sault, A.; Gauthier, J.-J.; Guy, P.-P.; Jarry, 
R.; Laflamme, P.-E.; Lafrance, G.; Lalonde, 
B.; Lamothe, J.; Landreville, C.-E.; Leblanc, 
R.; Lemieux, L.; Moretti, A.; Nault, L.; 
Ouellette, J.-J.; Perreault, M.; Presseault, V.; 
Raymond, G.; Roussel, A.; St-Georges, J.-M.; 
Tulk, F.; Turgeon, R.; Viau, J.-P. 


Prizewinners: Gold medal of the Province 
—James Hayes Yates 


SASKATCHEWAN 


Intermediate 
Passed: Grieves, J. L.; Wickens, A. R. 


Senior 
Passed: Gibson, D. G.; Gibson, J.; Gregory, 


Granted Supplementals: Grayson, A. M.; 
Lutz, W. H. G. 


T. H.; Johnson, S. O.; Moncur, C.; Smith, 
J. E.; Wickens, A. R. 
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Final Granted Supplementals: Abbott, B. M_.; 


Passed: Candler, G. A.; Cuddington, D. E.; Balfour, S. A.; Burroughs, H. R.; Dunlop, 
Denson, R. W.; Drummond, W. D.; Eluk, R. I.; Gander, C. N.; Gertler, A. B.; Gobeil, 
W.; Golumbia, A.; Hamilton, J. A.; Han- R. E.; Hodgins, S. H.; Kay, J. M.; New- 
sen, P. D.; Hunter, R. M.; Johnson, H. W.; house, J. R.; Pickett, L. D. 
Kay, L. E. H.; Marsh, R. J.; Metcalfe, J. R.; Prizewinner: The Watson Sellar prize for 
Piggott, A. C.; Pointer, H. J. B.; Rose, the highest marks in auditing—J. R. Met- 





H. H.; Simon, H. F. calfe. 
) 
| 
C.LC.A. COMMITTEES / 
The following members have been appointed to serve on the C.I.C.A. Committee under 


which their names are listed: 


Accounting and Auditing Research ; 
K. LEM. CARTER, Toronto (Chairman) J. C. TAYLOR, London 
J. D. CAMPBELL, Edmonton R. W. MANNING, Charlottetown > 
W. R. C. PATRICK, Vancouver A. BALLANTYNE, Montreal 
W. J. MACDONALD, Winnipeg H. W. BLUNT, Montreal 
G. T. MILES, Toronto : G. M. SMITH, Montreal 
W. L. MCDONALD, Toronto H. S. MOFFET, Regina 


GEORGE RICHARDSON, Toronto 


Government Accounts 
L. N. BUZZELL, Montreal (Chairman) J. R. M. WILSON, Toronto 


H. R. DOANE, Halifax K. J. MORRISON, Calgary t 

ROSAIRE COURTOIS, Montreal F. W. UNDERHILL, Vancouver | 
Legislation 

F. A. COFFEY, Montreal (Chairman) J. G. SIMONTON, Calgary 

F, S. CAPON, Montreal V. W. HOLLAND, Toronto } 

R. A. RONDEAU, Quebec R. W. DILWORTH, Toronto 

W. J. B. GENTLEMAN, Saint John J. S. INNES, Toronto } 


Public Relations 


DANIEL SPRAGUE, Winnipeg (Chairman) W. M. BRACE, Toronto 
ROSAIRE COURTOIS, Montreal R. F. BRUCE TAYLOR, Toronto 
J. C. THOMPSON, Montreal 
The names of the members of the remaining standing and special committees of the | 
CILC.A. are listed in the White Book. 











More on the Sixth 
International Congress on Accounting 





Arrangements well advanced 


Arrangements for the Sixth International 
Congress on Accounting, to be held in Lon- 
don from June 16 to 20, are now well 
advanced; booklets outlining the provisional 
program and giving much general advance 
information, for both delegates and visitors 
have recently been sent to accountancy 
bodies in the United Kingdom and abroad. 


Subjects to be Discussed 


The following subjects have been selected 
for discussion: 

Fluctuating price levels in relation to 
accounts. 

Accounting requirements for issues of 
capital. 

The accountant in industry. 

The accountant in practice and in public 
service. 

The incidence of taxation. 


Provisional Program 


The following program is provisional and 
is for guidance only. It will be confirmed and 
amplified im March 1952, when the final 
program, printed text of papers and tickets 
for the various functions, will be sent to all 
overseas delegates and visitors. 


MONDAY, JUNE 16TH 


10.30 am. Westminster Abbey 
Special Congress Service 


or 

10.30 am. Westminster Cathedral 
The Capitular Mass 

2.30 p.m. Opening meeting. 

9.00 p.m. Reception at Royal Festival Hall. 
The Congress fee covers the re- 
ception: cost for ladies and guests 
of members £1 1s Od each. 


TUESDAY, JUNE 17TH 


10.00 a.m. First session 
Subject: “Fluctuating price levels 
in relation to accounts”. 

2.15 p.m. Second session 
Subject: “Accounting requirements 
for issues of capital”. 

7.00 p.m. Theatre party. 
Approximate cost per person £1. 


WEDNESDAY, JUNE 18TH 


10.00 am. Third session 
Subject: “The accountant in in- 
dustry”. 

2.15 p.m. Fourth session 
Subject: “The accountant in prac- 
tice and in public service”. 

7.00 p.m. Guildhall banquet for overseas 
delegates and for as many mem- 
bers of the sponsoring bodies as 
accommodation permits. 
Approximate cost per member £3 


3s Od. 
THURSDAY, JUNE 19TH 
Approximate 
Visits to ONE of the following: cost 

(4a) Windsor Castle and 

Hampton Court .............. L$: @ 
(4) Places of interest in 

NAMMROMD eoccscseiihatssstavteiasse Los 6 
(¢) Oxford University .......... A 
(2) Cambridge University ... 2 5 0 


(e) Port of London by river 
WOME othr in dencadas 3) 


Golf competition ............ 


FRIDAY, JUNE 20TH 

10.00 a.m. Fifth session 
Subject: “The incidence of taxa- 
tion.” 
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2.15 p.m. Fifth session continued. 

4.00 p.m. Closing address by the President. 

6.00 p.m. Cocktail party at Grosvenor 
House, given by The Accountant. 

10.00 p.m. Ball at Savoy Hotel. 
Approximate cost per person £2 
2s Od. 


Ladies and Guests 


It is regretted that space will not permit 
ladies or guests of members being invited to 
the banquet at Guildhall on June 18, but it 
is hoped to make other arrangements for their 
entertainment on that evening and also on 
other days during the hours whilst the Con- 
gress is in session. 


Apart from Guildhall banquet, the sponsor- 
ing bodies will be pleased to see members’ 
ladies at the opening meeting and closing ad- 
dress; in addition, if they so wish, they may 
sit in the balcony of the Royal Festival Hall 
during the sessions of the Congress. They 
will also be welcome at the social functions 
(other than Guildhall banquet) shown in the 
program and at any other events which may 
subsequently be arranged for them. It will 
be necessary, however, to make charges as a 
contribution towards the cost. Charges for 
additional events cannot yet be determined, 
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but those for the events already arranged are 

as shown in the provisional program. 
Members may also bring additional guests 

on payment of the above-mentioned charges. 


Dress 
Informal dress will be worn at all sessions 
of the Congress, including the address of wel- 
come and the closing address. 


Ladies’ Committee 
A ladies’ committee has been formed to 
look after the requirements of ladies attending 
the Congress, especially during the business 
sessions and the banquet. 


Exhibitions of 
Accountancy Books and Records 
Exhibitions of historical records on account- 
ancy books will be arranged at the Public Re- 
cords Office and at Guildhall from June 16 
to 20. Full particulars will be given later. 


New Chief Executive Officer Appointed 
Brigadier S. O. Jones, O.B.E., M.C., has been 
appointed Chief Executive Officer of the Con- 
gress in succession to the late Major-General 
E. C. Hayes, C.B., whose sudden death occurred 
last August. 


DELEGATES AND VISITORS FROM OVERSEAS 


The main accountancy institutes and socie- 
ties overseas have already been invited to at- 
tend the Congress. They have been asked to 
nominate official representatives as delegates: 
they have also been asked to give particulars 
of their members, other than their official 
representatives, who would like to attend as 
visitors. 

All official delegates and, subject to con- 
siderations of space, as many visitors as pos- 
sible, will be the guests of the sponsoring 
bodies at all sessions of the Congress, at the 
Congress reception, the theatre party, Guild- 
hall banquet, certain visits and the ball. 

Delegates and visitors are required to make 
their own arrangements as regards travel and 
accommodation. 


Ladies of Delegates 
and Visitors from Overseas 


The sponsoring bodies will be pleased to 


welcome the ladies of delegates and visitors at 
any or all of the social events which are being 
arranged in connexion with the Congress, ex- 
cept in cases where the accommodation is 
strictly limited. 

They are particularly invited to the address 
of welcome and to the closing address. They 
may also attend the business sessions if they 
so desire. It has been decided, however, that 
delegates and visitors may each be accom- 
panied by one lady only as a guest of the 
sponsoring bodies at any particular function. 
Should any delegate or visitor wish to bring 
additional ladies or any other members of his 
family to a social function, it will be necessary 
to make a charge as a contribution to the addi- 
tional cost. 


Visits to Scotland or Ireland 
for Overseas Delegates and Visitors 


During the period Monday, June 23, to 
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Wednesday, June 25, overseas delegates and 
visitors and their ladies are invited to visit 
Scotland where they will be entertained by 
the Institute of Chartered Accountants of 
Scotland and by the Scottisu branches of the 
Society of Incorporated Accountants and Audi- 
tors, the Association of Certified and Corporate 
Accountants and the Institute of Cost and 
Works Accountants. 


Alternatively, they may elect to visit Ireland 
where they will be entertained by the Institute 
of Chartered Accountants in Ireland, and by 
the Irish branches of the Society of Incorpor- 
ated Accountants and Auditors, the Association 


of Certified and Corporate Accountants and 
the Institute of Cost and Works Accountants. 

Delegates and visitors and their ladies wish- 
ing to avail themselves of this invitation are 
requested to make their own arrangements for 
travelling to Scotland or Ireland and for their 
hotel accommodation whilst there. 


Official Language 
English will be the official language of the 
Congress: all introductions and papers will be 
printed in English and the discussions will be 
conducted in that language. 


CANADIAN C.A. VISITORS 


Chartered Accountants from Canada who plan to attend the Sixth Interna- 
tional Congress on Accounting are requested to communicate with the Secretary 
of the Canadian Institute of Chartered Accountants, 10 Adelaide Street East, 


Toronto, Ontario. 














Letters from Readers 


PRAISE FOR AN AUTHOR 
Montreal, January 22, 1952 
Sir: Mr. Monteath Douglas’ recent article 
on the “Current Trends” in the Federal Tax 
Field” is a model of restrained wisdom 
and scholarly tolerance. You are to be 


complimented on your taste. 
J. P. MONGE 


MORE ON ANGUISH OF EXAMINBES 
Weyburn, Sask., January 26, 1952 
Sir: I salute Mr. W. L. Gordon, F.C.A. for 
his remarks on “The Anguish of Examinees”. 
It took courage to break the ice on this 
vexed question of examinations and he has 
done it extremely well. 

I spent many years on one of the Provincial 
Boards of examiners in accounting, as well 
as setting a paper for the uniform examina- 
tions for two years. : 

People outside of the profession have re- 
marked to me on numerous occasions that 
“the C.A. exams are about the stiffest there 
are”, and I believe that within the last two 
years I read of a fellow C.A. who wrote that 
the examinations appeared to be set more for 
those with an “atomic brain” than for those 
with the ordinary intelligence of a persever- 
ing accountant. 

I do not believe that we are taking the 
least intelligent of the young people into 
our offices; therefore, the reasons for the un- 
satisfactory results of the examinations must 
be looked for elsewhere, i.e., either in the 
examination problems themselves or the con- 
ditions under which they are written. 

A number of the problems appear to be 
quite fanciful and catchy, particularly some of 
those relating to income tax matters. There 
are other matters in accounting and auditing 
besides company amalgamations and absorp- 
tions and involved income-tax nightmares. 


Coming to conditions under which the 
examinations are written, I have advocated for 
several years the elimination of the present 
time limit set for writing papers. The time 
limit serves no useful purpose. It merely 
tends to give a great advantage to the quick 
thinker or “atomic brain”, whereas patience 
and perseverance are great virtues in actual 
accounting practice. There is no reason why 
those possessing the latter virtue rather than 
the former gift should be at a disadvantage 
in the examination room. No chartered ac- 
countant in practice would think of perform- 
ing one iota of the work for a client in four 
hours (against time) that the examinee is 
expected to cover im the same time. 


I see no insurmountable difficulties in the 
way of doing away with the present time 
limit. By this, of course, I mean within 
reason. The paper would have to be finished 
the same day as started. Set the time from, 
say, nine or ten a.m. to five or six p.m. If 
somebody mentions “lunch”, let me assure you 
that there were many occasions on which I 
would gladly have foregone lunch for the 
privilege of finishing my paper. It should 
not be too difficult to permit a little lunch 
to go into the examination room, anyway. 


Again, on a subject like “income tax”, pos- 


sibly the candidate should be permitted to take 
some text or work into the examination room 
with him for reference. Why should all the 
paper be done from memory? The prac- 
titioner does not work this way!! 


There is no doubt that the examinations 
can be modernized and the conditions modi- 
fied considerably with a view to assisting a 
greater number of our hard working students 
into their career instead of shutting them out. 
Keeping out one-half to two-thirds of the 
aspirants to our profession is not good enough. 


WALTER C. JEFFERY, F.C.A. 
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Professional Notes 


BRITISH COLUMBIA 


Gunderson, Stokes, Walton & Co., Char- 
tered Accountants, and Mr. R. M. Cockburn, 
C.A. announce the formation of a partner- 
ship for the practice of their profession 
under the firm name of Gunderson, Stokes, 
Walton & Cockburn, Chartered Accountants, 
with offices at 605 Courtney St., Victoria. 

* x * 


Mr. W. Howard Chadwick, C.A. an- 
nounces the admission to partnership of Mr. 
W. R. Beacom, Bus. Admin., C.A. Hence- 
forth practice of the profession will be 
conducted under the firm name of Chadwick, 
Beacom & Co., Chartered Accountants, with 
offices at 227 Columbia St. New West- 
minster. 

4 * * 

Briggs & Young, Chartered Accountants, 
and Mr. Richard D. Peers, C.A. announce 
that their practices have been combined 
and henceforth will be conducted under the 
firm name of Briggs, Young, Peers & Co., 
Chartered Accountants, with offices at 675 
Davie St., Vancouver. 

* ¥ * 


Mr. George F. Cameron, C.A. announces 
the opening of an office for the practice 
of his profession at Rm. 216, 751 Granville 
St., Vancouver. 


NEW BRUNSWICK 


Mr. E. R. Fowler, C.A. announces the 
opening of an office for the practice of his 
profession at 225 St. George St., Moncton. 


ONTARIO 


Arthur Fitzgerald & Co., Chartered Ac- 
countants, 307 Canada Bldg., Windsor, an- 
nounce the admission to partnership of Mr. 
W. Jj. Riley, CA. 

* x * 


Messrs. Clarence H. Mitchell, C. A. and 
Paul L. Krauel, C. A. announce the forma- 
tion of a partnership for the practice of 
the profession under the firm name of 
Mitchell, Krauel & Co., Chartered Account- 
ants, with offices in the Bank of Commerce 
Bldg., Kitchener. 


Chartered Accountants Club of Ottawa 


On January 17 the Chartered Accountants 
Club of Ottawa held a luncheon meeting 
in the Quebec Suite of the Chateau Laurier. 
The meeting was addressed by Mr. C. J. 
Gardner, B.A., M.Sc., Chief of the Organ- 
ization and Methods Division of the Civil 
Service Commission. 

. * s 


Windsor and District C.A. Association 


Mr. J. A. Wilson, F.C.A., president of 
the Ontario Institute, was guest speaker at 
a meeting of the Windsor and District 
Chartered Accountants Association on Jan- 
uary 28, 1952. Mr. Ian R. McFarlane in- 
troduced the speaker and Mr. W. F. Harvie 
thanked him. 


QUEBEC 
Quebec Students’ Society 

The third dinner meeting of the Char- 
tered Accountants Students’ Society of Que- 
bec was held on December 11. The guest 
speaker was Mr. Roger Charbonneau, C.A. 
who spoke on “La Comptabilité et Verifica- 
tion des Mines”. The meeting, conducted 
entirely in French, was presided over by 
Mr. Marcel Caron, C.A., president of the 
Society. 

* * * 

Mr. Jean G. Peloquin, C.A. announces the 
admission to partnership of Mr. T. G. 
Hunter, C.A. Henceforth practice of the 
profession will be conducted under the firm 
name of Peloquin & Hunter, Chartered Ac- 
countants, with offices at 132 St. James St. 
W., Montreal. 
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News of Our Members 





Mr. J. G. Glassco, O.B.E., F.C.A. (Ont.), 
C.A. (Que., N.S.), has been appointed a di- 
rector and elected chairman of the Board 
of Canadian Cottons Ltd, Montreal. 

* * * 

Brantford Roofing Co. Ltd. announces the 
appointment of Mr. Geo. H. Richmond, 
C.A. (Ont.), as treasurer of the company. 

ed * a 

Mr. J. C. Thompson, C.A. (Alta., Que., 
P.E.I., N.B., Nfld.), has been appointed 
financial adviser to the provincial govern- 


Obituaries 


Everett Anderson Carrothers 


The Institute of Chartered Accountants of 
Ontario regret to report that Everett Anderson 
Carrothers, a member since 1941, died at 
his home in Ottawa on February 7, 1952, 
following a lengthy illness. Mr. Carrothers 
was born in Toronto, and graduated in 1935 
from Victoria College at the University of 
Toronto, with a Bachelor of Commerce de- 
gree. He trained as a student with Thorne, 
Mulholland, Howson & McPherson, Chartered 
Accountants, in Toronto. For the past four 
years he has been with the Auditor General's 
office in Ottawa. 

To his wife and family, the members of 
the Institute extend their sincere sympathy. 





James Smith Hume 
The Institute of Chartered Accountants of 





The Canadian Chartered Accountant, March, 1952 


ments of New Brunswick and Newfound- 
land. 


Mr. Harry H. Sivers, C.A. (Ont.), has 
been appointed Canadian controller of 
Bausch & Lomb Optical Company Limited, 
Toronto. 

* ¥ * 


Mr. J. H. Collins, C.A. (Ont.}, has been 
appointed registrar of the Ontario Securities 
Commission. 


Ontario reports, with regret, the sudden death 
of James Smith Hume, of Toronto, on Feb- 
ruary 6, 1952. Mr. Hume was born in 
Campbellford, Ontario, in 1891. He trained 
as a student with Thorne, Mulholland, How- 
son & McPherson, and was admitted to mem- 
bership in the Ontario Institute in 1918. 
Leaving Canada, Mr. Hume spent 17 years 
in the United States as a public accountant, 
mostly in private practice. On his return 
to Canada in 1936, he joined the staff of 
George A. Touche & Co. and after two years 
left to take a position with the Income Tax 
Department in Toronto. He was at work 
with the Department at the time of his 
death. 

To his wife and family, the members of the 
Institute extend their sincere sympathy. 
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The Students’ Department 


J. E. Smyth, C.A., Editor 





NOTES AND COMMENTS 


AS we set about to write these notes 
we are in a moody frame of mind. 
We are no longer sure that land ought 
not, after all, to be subject to deprecia- 
tion the same as any other fixed asset. 
How did we (that is, our forbears) 
ever come to make land an exception 
anyway ? 

In our view everything that con- 
tributes ultimately to the earning of 
revenue should be charged against 
revenue sooner or later. It is only a 
question how many periods the cost 
should be spread over; and this depends 
simply on the length of time the cost 
will contribute to revenue. 

Now we have always felt that land 
contributes to revenue. If it does 
nothing else it provides a path to the 
front door for the postman to deliver 
purchase orders from customers. Of 
course it also supports buildings and 
without the buildings . . .? But if we 
are allowed to proceed this far we 
think we have won our point because 
buildings are subject to depreciation. 


It has not been the experience that 
land retains forever its original vitality. 
At least some farmland, for example, 
has become less productive with time 
and use. Moreover, as an accountant 


we resent the unnatural interference of 
scientists who purpose to rejuvenate it 
with tracer elements. 

The important points are, however, 
(a) that we are concerned primarily 
with land as a business site (rather than 
as farmland) and (b) that the account- 
ing theory of depreciation recognizes 
obsolescence. Land may continue to 
exist, the buildings on it may still be 
standing, but once the business owning 
and occupying the premises becomes 
economically impossible, its fixed assets 
are in fact fully depreciated. At any 
rate they are fully depreciated apart from 
their scrap value. 

And now we begin to sniff the sweet 
fragrance of Truth. May not present 
depreciation practice for land be based, 
after all, on the perhaps unconscious as- 
sumption that land will have a scrap 
value equal to its original cost? This is, 
for us at any rate, not quite the same 
thing as saying that land is not subject 
to depreciation. Rather, land is subject 
to depreciation but there is never any cost 
to depreciate! It is an encouraging 
thought, and we turn at length in a 
happier frame of mind to other account- 
ing problems awaiting our solution. 


CORRESPONDENCE 


Ottawa, Canada 


Sir: At this time of year we are bombarded 
with requests from auditors for confirmation 


of accounts receivable balances. We get them 
from Halifax to Vancouver and from Winni- 


113 








114 





peg to Los Angeles. They come in every 
conceivable colour, shape, size, and design. 
In addition to these there are hundreds of 
statements cluttered up with gummed stickers 
to ask us to report differences — these, of 
course, on our own stationery and at our own 
expense. Once I wasted my time to report 
a difference and it took me six months to 
get an answer. 

I have been at this game for 26 years — 
in several different industries — and I have 
yet to see a single example of this practice 
uncovering a defalcation. Surely it wasn't 
started just to uncover ordinary errors! 


In our case 98% of these requests for con- 
firmation are from suppliers with whom we 
have dealt for years. Every month-end bal- 
ance is paid in full before the end of the 
following month. Our ledger sheet would 
show this as a positive pattern month-in- and 
month-out year-in and year-out. Many of the 
accounts received our cheque in payment be- 
fore the auditors received the confirmation. 


This practice seems to me a carry-over from 
the days when a $100-a-year articled clerk was 
assigned a routine task rather than have an 
experienced man examine the accounts. 


If I wished to verify a firm’s receivables as 
of December 31 I would check its aged trial 
balance for that date using the ledger sheets 
as of February Ist. After all, it is the “asset 
value” that is important: not the ledger bal- 
ance. What good are the verifications if they 
verify dead or dying accounts which never 
will be collected at 100% of their book 
value? 

By “examining” the ledger accounts at Feb- 
ruary Ist, I could disregard those paid in full 
during January (except for spot checks) and 
concentrate on the remaining 20%. What 
better verification is there than payment in 
full? 


In any case, surely no one would argue that 
there is no way other than by requests for 
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confirmation to check receivables. Think of 
the peak load (across Canada and the U.S.A.) 
early in January! 

I submit that this audit practice is out- 
moded and too costly for the results achieved. 
Perhaps we could start a discussion. 

E. WARDLE 


Montreal, Quebec 


Sir: I refer you to Problem 2, Final Examin- 
ation, October, 1950, shown on pages 273-5 
of the Canadian Chartered Accountant — 
December, 1951 issue. 

It is noted that an adjustment on January 
2, 1950 re undervaluation of inventory De- 
cember 31, 1947 of $8,000 is to be made. 
While in your solution you credit BB and 
CC with $4,800 and $3,200 respectively for 
understatement of profits in that year, should 
not these two partners be charged like 
amounts in respect to goodwill credited to 
them on the admission of DD? In other 
words, goodwill must have been overstated 
$8,000 at January 1, 1948. 

If this is correct, the number of shares in 
BCD Company Limited would have to be re- 
vised. 

P, G. LARTER 


Editor’s Reply 

We do believe that Mr. Larter has raised 
a point overlooked in the solution mention- 
ed. We agree that because of the method 
used to compute goodwill, goodwill must 
have been overvalued by the same amount 
($8,000) as inventory was undervalued. 
Goodwill at January 1, 1948 should there- 
fore, in our opinion, be $60,000, not $68,000 
as shown in the solution published. The 
calculation, commencing with capitals at 
December 31, 1949 before adjustment, 
would then be as follows: 
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Capitals, 31 Dec. 1949 (unadjusted ) 
Adjustments : 
Undervaluation of inventory 
Si: ee: A947? s:........:.. 
Overvaluation of goodwill 
Bhs MO seca pacsstessts bis 
Undervaluation of inventory 
DN PSS csi 
Overvaluation of inventory 
Bi: DGG: 198: cise cecccssccas 


Capitals, 31 Dec. 1949 (adjusted 
except for goodwill) ............... 
Goodwill adjustment from $60,000 
to $31,700 (see below) ............ 
Capitals 31 Dec. 1949 (adjusted) ........ 


Shares in BCD Co. Ltd. @ $10 each . 


Computation of goodwill 


Average assumed annual net profit (as before) ...... 


Es NIE ova ns den tas rss cassette eat 
Capital 31, Dec 1949 (adjusted except for goodwill) ................ : 
Less goodwill (adjusted for error in inventory valuation 1 Jan. 1948) 





BB CC DD Total 
$273,700 $204,700 $106,600 $585,000 
4,800 3,200 8,000 
(4.800) (3,200) (8,000) 
(4,000) (2,400) (1,600) (8,000) 
(7,000) (4,200) (2,800) (14,000) 
262,700 198,100 102,200 563,000 
(14,150) (8,490) (5,660) (28,300) 
$248,550 $189,610 $ 96,540 $534,700 
24,855 18,961 9,654 53,470 


$41,000 
a iain $2,000 
$563,000 
60,000 
ese sere, i OL SC ee $503,000 
== 30500 


$31,700 


A PUZZLE FOR MARCH 


The Dancers 

Black, White, Pink and Green took 
their wives to a dance. In the first four 
dances each danced once with each of the 
ladies. Pink’s partner in the first dance 
was Mrs. Pink; in the fourth dance it was 
Carol. White danced the third dance 
with Mrs. White and the fourth dance 


with Ruby. Violet danced the second 
dance with her husband. Primrose 
danced the third dance with Green. 
What are the ladies’ respective sur- 
names? 
(Our many thanks to Mr. L. J. Upton, 
Toronto, for this interesting puzzle.) 
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SOLUTION TO THE FEBRUARY PUZZLE 


There were 22 birds and 14 beasts. Substituting equation (1) in equation (2), 
Let x = number of birds y= 14 (3) 
and y = number of beasts. Substituting equation (3) in equation (1), 
Then, x + y = 36 (1) x = 22 
and 2x + 4y = 100 (2) 


PROBLEMS AND SOLUTIONS 


Solutions presented in this section are prepared by qualified accountants and reflect the 
personal views and opinions of the various contributors. They are designed not as models 
for submission to the examiner but rather as such discussion and explanation of the problem 
as will make its study of benefit to the student. Discussion of solutions presented is cordially 
invited. 


PROBLEM 1 


Final Examination, October 1950 
Auditing III, Question 1 (22 marks) 


The B Motor Co. Ltd. has a branch factory in City, Canada, in which certain of the 
automobile parts are made. The factory was erected on leased land. The funds for the erection 
of the factory including machinery were obtained by a bond issue, the terms of which 
provided for redemption before maturity at 101. Additions to the plant were made with 
funds provided by a stock issue. 

Operating results of the branch factory for year ending 31 Dec. 1949, typical of what 
might be expected in the future, are as follows: 


Dr. a. 

NNN NN say ctvosa tyne qavcankesabasecinccenacivteisonp $ 45,000 
Raw material transferred to production ..2.............c.ccccccccccccseeseeeseesseenee $ 60,000 
Ry MRR EMINER cso LA Ss Pee anes cbs sda pastoincc sesh caboashscoses 120,000 
ca oa ado kA Scskpesaicvv va ennsdvnonecesck sheds 12,000 
Bermae ebesest (595 ca SUSO MID) ons c.scssscscsescecscosscsccobococescasvercoasensens 7,500 
I eo I 2 vss vison tdadads bdendgnsensai daasanaess 9,000 
ASE IUNPNIDES AOE MORIN WNADOURINE coc vscc Sis cass aacoeceoecesoassncenndstecscevacsanssatocsacen 1,500 
NINN ce SS Sh a A sycsuskbucvdndvenaeslahesbbanatons 6,000 
MM ete os nacre ans ssitys vik rcoaivdchss lv snvcehbinnecs Hiempateresesescsscsasaiies 7,500 
II III Se re conc nS e, § Seach Uio apts Neeeti ayaa als 31,500 
I ah IN st asks chal ncuadaushake bovine 30,000 
Raw moatersal inventory, 1 Jar. 1949 .....5550.0516..55.écccdahssscsscoseessesssnees 90,000 
REL RUN, COS BD 55 i55nk5-5:08acisissscsnsicncnsinssabinnsssnetacenveces 45,000 
Memmsters Tre TW MNAIOTANL BIOTES «.........6..0.5..0.000c0.csneeseacsacessecessnsesecesse 60,000 
Transfers to main factory 

(1,000,000 units of finished goods at actual cost) ............00.00cccccceee 300,000 
NNN EIN Sos Re Gere ota a Ln EG eal Bc ae 2 Bet a 105,000 


$465,000 $465,000 


Reserve for depreciation on the branch plant and equipment amounted to $300,000 
at 31 Dec. 1949. The annual depreciation charge of $30,000 is suffitient to amortize the 
cost of the plant and equipment by 31 Dec. 1969, the date of expiration of the lease. The 
annual charge of $1,500 for amortization of bond discount is sufficient to amortize the 
deferred charge (which had a balance of $9,000 at the end of 1949) by the date the bonds 
are to be paid off. 
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It has been proposed to the Board of Directors that the parts be purchased from a 
reliable parts manufacturer at a price guaranteed by him for a long term of 2844c each. This 
manufacturer will also take over the lease, purchase the plant for $190,000 and the inventory at 
90% of factory book value as at 31 Dec. 1949, after including bond interest and discount on 


bonds as a manufacturing expense. 


For the purposes of this question interest on any possible saving is to be ignored. 


Required: 


Prepare a schedule for the Board of Directors which will indicate to them whether, 
at the end of the lease, the company would be better off financially if it continued as at 


present or if it adopted the above proposal. 


A SOLUTION 


Inventories on hand 31 Dec 1949 
Raw material 
Inventory 1 Jan 1949 
Purchases ................. 


Used in: POGUCHION ....5...).....6660.55065005- 


Inventory 31 Dec 1949 
Work in process 

Inventory 1 Jan 1949 

Cost of production 

Raw material ..... 

Direct labour ......... 

Factory service 
ee 
MER Py MS orce secon ch inseesia 
ne 
Amortization of bond discount .... 
Insurance — fire ...............0...... 
I esto aitiiccceeed 
Miscellaneous expense 
Depreciation .............. 


Transferred to main factory 
(1,000,000 units completed ) 


Inventory 31 Dec 1949 


$ 90,000 

45,000 

135,000 

60,000 

$ 45,000 

60,000 

120,000 
$12,000 
9,000 
7,500 
1,500 
6,000 
7,500 
31,500 


30,000 105,000 
$330,000 


300,000 


$ 75,000 


30,000 


$105,000 





Rc 


; 


a ee 


} 
i} 
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Cost to product finished goods per 1949 factory costs — 30c 
Over a period of 20 years at the rate of 1,000,000 per annum — 20,000,000 units of 
finished product would be produced. 
Interest and bond discount amortization continue for 6 years. 
Cash outlay under present operation plan 
.:. Cost of production over next twenty years or 20,000,000 finished units 
RINE a a eo cie, ch sub ate as Sag poantsduewoetaieesntentacseess $6,000,000 
Less — expenses not incurred in last 14 years 
14 years at 1,500 for discount 
$7,500 for interest 





$9,000 126,000 
$5,874,000 
Expense included therein not entailing cash outlay: 
Re eee rn oer ere eee ee ae 9,000 
20 years of depreciation $30,000 ..................cc0::c00sccccsssecesseseeeeee ee 600,000 
alien NERY MEME MMMNSINERTMMENN ooo ons cep s50sic Adah spvovasadees ovens sosaveavcavsarvaqnssa@aeteeuindiekes: $5,265,000 
OE RT con DRIP, CS ot oe anne Sorted ves Senet 150,000 
$5,415,000 
Less — liquidation of inventories .................ccccccccscesccscesseseesseseesseses intent 105,000 
Rann MIC 8 2 08h SNE od Oe A ae Ses ac dames $5,310,000 
Cash outlay under the new plan 
20,000,000 @ 2814 purchased ooo... cece $5,700,000 
Cash received — buildings .............0.00..0cccccccceseeeseeeeee $190,000 
Cash received — imventories .................cccecseceeeeeeeseeees 94,500 
284,500 
irae Sime PIS OIOPNID ois iscscccnccccccesccoeeoecsoxscecgenscsonesnons $150,000 
premium on redemption |..........00...0..0..0000000. 1,500 151,500 133,000 
IMEI Soo esas gy tese scl Miche Aes adenstabien’ $5,567,000 


(assuming no penalty interest called for on 
redemption of bonds before maturity) 


Cash outlay — under new plan ..................cccccccecceeeeeee $5,567,000 
Cash outlay — under present plan ...............00.00cccccceee 5,310,000 
Cash saving by continuing present plan ........................ $ 257,000 


Note: The above solution interprets “beter off financially” in terms of cash position only. 
It is conceivable that there might be other matters of a non-cash nature that would be relevant 
to the decision, although none is suggested directly in the problem. 
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Problem 2 
Final Examination, October 1950 
Auditing III, Question 4 (22 marks) 


CA has been requested by a client, a manufacturer of bottled beverages, to suggest a 
system for handling drivers’ collections which will provide a maximum of internal control 
with a minimum of expense and time. The company, which is located in a large metropolitan 
area, operates a fleet of sixty trucks for distributing its various lines of beverages to retail 
outlets within a radius of twenty-five miles of the factory. Trucks are loaded each morning 
for the day's calls and each driver is given a list of what is on his truck. In the course of 
his duties he acts as salesman, making cash or charge sales, picks up returnable empty bottles 
and cases, pays back customers’ deposits on same and makes charge sale collections. He returns 
around six o'clock p.m. to turn in his undelivered load and empty bottles and cases to the 
warehouse and his collections to the office. 

Required: 

Describe a procedure for handling drivers’ collections which would best meet the 

client's requirements, giving supporting reasons. 


A SOLUTION 


(1) Each driver will maintain a route book showing accounts receivable from customers 
on his route. The book may be kept in terms of quantities only. It will be turned into the 
office weekly (or more frequently) for extending at dollar value and balancing. If the 
book contains printed ledger sheets with columns for each classification of beverage, the 
driver will be spared much time and effort. 

(2) Each driver will also be provided with sales invoice books, again with the maximum 
data already printed. Invoices in the book will be in duplicate and prenumbered serially. 
The driver will give one copy of the invoice to the customer and hand the other copy in at 
the end of the day. The same invoice form will be used for both charge and cash sales 
(with invoices marked “C” for cash sales). Amounts paid to customers for returned bottles 


will be noted on the invoices. 
(3) The driver will be required to complete a combined daily tally and report form, as follows: 











Tally Report 
Sales Account Cash 
Cash Charge Collections Payments Sales ooo. ccccccsessessessesssssseevesseve ss 
a ~ — Account collections ..........ccccecececce0es — 
PRMD titer Means iics . (—) 
(Shortage) or overage .. — 
Turned into office ........... 
Accounts 
Opening inventory .....................:... _ Accounts at start of day ................ — 
Closing inventory .................:..000+. (—) (ipa ee tt 
Mes aoc rane ast srk couse coke os (—) COMBED nncvoscovicuccccceseccccce (—) oaks 
Change in accounts ...............cc006 (—) 


Accounts at end of day ............. a 


Shortage (overage) 0.0.00... — 
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(4) The cashier will reconcile the duplicate sales invoices with the daily tally and report 
form of each driver and deposit the cash in the bank. 

(5) An inventory of drivers’ truck load (by cases, empties and fulls, and by varieties) 
will be taken in the morning and again at night by independent warehousemen. Prelisted 
printed forms will be used for the inventory-taking. The change in inventory will be proved 
daily with the cash turned in and the change in accounts receivable. The warehouse in- 
ventory will also be checked periodically and controlled from production records. 

(6) The combined daily tally and report form will be pegboarded weekly and the necessary 
figures accumulated monthly for posting to the general ledger. 

(7) The drivers will be held responsible for collections of route accounts. As a periodic 
check, drivers should be switched to other routes. 

(8) The accounts receivable will be confirmed periodically. 

The above procedure simplifies and minimizes the work for the drivers. It also pro- 
vides an accounting control, because each driver is rendered accountable for goods which 
go out on his truck. 

Note: In practice one might encounter several variations of the procedure outlined above. 








